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US troops detain

UN staff in raid on
Somali compound
Crack LIS troops stormed two aid compounds
in the Somali capital Mogadishu and detained

foreign UN staff ir. an assault aimed at top

lieutenants of fugitive Somali leader Mohamed
Faraii Aideed. Jamie McKindrick of the British

chariry Save the Children Fund called the raid

"another blunder* by troops "with no experience

in Somalia". But the UN denied the raid was

bungled and criticised aid staff for living in build-

ings they were not authorised to use.

DeJors seeks move to save Maastricht:
European Commission president Jacques Deters

warned that unless there was a bold “new initia-

tive*'. the .Maastricht treaty and its vision of eco-

nomic and monetary union would be a dead letter.
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ANC apologises for abuses: The African

National Congress apologised for abuses, including

torture, detention and murder, in detention camps
it operated in the 19S0S.

Ex-aide to Greek PM accused: Nikos

Gryllnkis. former senior aide of Greek prime minis-

ter Constantine Mitsotakis. was charged with

being involved in a plot to tap the phones of opposi-

tion politicians.

European Monetary System: A renewed

bout of pressure on the French franc, Belgian

franc and Danish krone put more strain on the

exchange rate mechanism's grid at the end of

last week. At the dose on Friday, some 8.13 percent-

age points divided the weakest currency in the

system - the Danish krone - from the strongest
- the Dutch guilder. The permitted fluctuation

is 15 percentage points. Foreign exchange analysts

believe the weaker ERA! currencies could come
under more pressure unless their interest rates

are cut. Currencies, Page 27: Economics Notebook.

Page 15

EMS: Grid August 27,1993

;.v chart shows the member currencies of die

cchcr.gt rate mechanism measured against the

weakest currency in the system. After the reform

of the cxckance roe mechanism on August 2, 1993.

one member currency can rise against another

by as much as 15 percentage points in the system's

grid. The exception is the divergence beucecn the

D-Ma-k end the Dutch guilder, which remain tied

to eaci, ether in a 225 per cent band.

Boardroom split at TNT: Tensions at the

top of Australian transport group TNT surfaced

in a boardroom split with the abrupt resignation

of five directors, including founder Sir Peter Abeles.

Page 15

Jackson calls off third concert: Singer
Michael Jackson, accused last week in the US
of sexually abusing a child, called off a concert

in Singapore after collapsing backstage with acute
migraine. It is the third concert he has postponed
on a South-East Asian tour.

Hoechst earnings slide 31%: Weak domestic
demand and restructuring costs were blamed
by Hoechst. German chemicals group, for a 31

per cent slump in first-half earnings. Page 15

‘No change9 in French economic policy:
The French government had no intention of

"changing the direction" of economic and financial

policy, economy minister Edmond Alphandgry,
said as the unemployment rate edged slightly

higher to 11.7 percent in July. Page 14

Haiti has new PM: Businessman Robert Malval
was swum in as Haiti's prime minister by exiled

president Jean Bertrand-Aristide, moving the

nation closer to restoration of democracy.

Rio shanty massacre: Hooded gunmen opened
fire on residents of a shanty area of Rio de Janeiro,

Brazil, as they went to work, killing 21 people,

according to a television report

Moscow bomb kills businessman: A Greek
businessman, identified only as N. Ladidis, was
killed bv a bomb which exploded in a car outside

a hotel in the centre oE Moscow.

Russian troops to pull out: Russian troops

are to be withdrawn] from Lithuania, in a move
that should help restore relations between the

two countries. Page 3

Flat TV screen unveiled: Matsushita of Japan
launched a television screen which makes it possi-

ble to build a 36cm set less than 10cm thick.
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Extremists from both factions threaten violent opposition to historic agreement

Israel committed
to peace deal

with Palestinians

1 * - "• teuatol t*rosfc

Israeli foreign minister Shimon Peres commends the peace agreement to a stormy parliamentary session

By Julian Ozanne in Jerusalem

ISRAEL last night committed
itself to a historic peace agree-

ment with Palestinians which
could be a first step to ending a
conflict which has wracked the

Middle East for decades.
Mr Yitzhak Rabin, prime minis-

ter, said Israel would sign an
accord with Palestinians at peace
talks which resume in Washing-
ton today.

This is expected to provide,
among other things, for a degree

of Palestinian self-rule in the
Israeli-occupied West Bank and
Gaza Strip, and Israeli recogni-

tion of the Palestine Liberation

Organisation, according to Mr
Shimon Peres, foreign minister,

who concluded the agreement in

secret talks with a PLO represen-

tative in Norway last week
Air Peres and Mr Rabm were

speaking hours before an extraor-

Norway plays the ‘back-door’ mediator
By Karen FossJi in Oslo

CLANDESTINE meetings on Norwegian
farms and in the private homes or Norwegian
officials helped secure the interim agreement
on resolving the Middle East conflict. Norwe-
gian officials said yesterday.

Mr Johan Joergan Holst, foreign minister,

said his country’s role as a “back-door"
mediator was central to what he described as
a historic breakthrough.
“Crucial" meetings In Norway and Tunisia

took place between April and August this

year, although Norway's involvement in the

peace process began years earlier. In all, 25
meetings took place, all with the blessing of
Washington. Mr Holst said.

Five Norwegian representatives, including
two married couples, made up a special

mediating team. Mr Holst was assisted in the
meetings by his wife. Ms Marianne Heiberg,
a foreign policy researcher, and Mr Jan Ege-
land, secretary of state in the foreign minis,

try. Also involved were Mr Terje-Roed Lar-

sen, head of Norway's Trade Union Centre
for Research and Documentation, and his

wife, Ms Mona JmU, who works in the for-

eign ministry.

“The agreement will be signed when the
time is ripe, and I tend to believe this could

be in a matter of days," Mr Holst said yester-

day.

Norway gained tbe trust and confidence of
both tbe Palestine Liberation Organisation
and Israel as the independent, secret media-
tor largely because of its long-standing tradi-

tional ties to Israel's Labour party, earlier

meetings with PLO leader Yassir Arafat and
status as a founding member of Nato.
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Hie world has changed1

Palestinian divisions exposed
PAGE 13

Poised on a hair trigger

dinary session of the Israeli cabi-

net which was expected to
approve the peace plan by an
overwhelming majority. “The
beginning of the end to the 100-

year conflict between us and tbe
Palestinians is coming," Mr Peres

told parUament
A senior official of the Pales-

tine Liberation Organisation con-

firmed the agreement and said it

could be signed within 48 hours.

Egypt welcomed the move but
Palestinian gpd fcrapli ntrankh
condemned it and warned of vto-

leut opposition^.
In Washington. (JS president

. Bill Clinton soundbd a cautions
note. He warned that apparent
good news in the Middle East had
often turned into disappointment
in. the past, aiding: “We've still

got a long way to gD,"-

The agreemmitlsa^amprriifiii-
sive package providing for
• A five year interim period at
self-rule for 1,8m Palestinians in
the territories occupied by Israel

since the 1967 Arab-Lsraeli war;
• A partial Israeli military with-

drawal from the occupied Gaza
Strip and. an undefined enclave,

around the West Bank town of
Jericho;

'

• mutual recognition -between
Israel and the PLO.

'

If signed, and not derailed by
Israeli and Palestinian extrem-

ists, the plan could hasten prog-

ress towards a comprehensive
Middle East peace agreement
between Israel and aD its Arab
neighbours.

Mfr Rabin told ministers it was
“a great step forward to advance
Israel towards peace with all the

neighbouring states and espe-

cially Palestinians. I believe this

will happen."
The Palestinians will be

granted foO authority over their

internal affairs including policing

in Gaza-Jertcho but will have
lesser powers in tbe rest of the
West Bank.

. Jericho, a. small dusty town in

the parched Jordan Valley will

become the administrative capi-

takfor the expanded elected Pal-

authority. .Bethlehem
wra be the:si$jrof the lesser

authority govarateg the rest of

tiie West Bank.
brad will redeploy its troops

out of population centres In
GazfrJericho bat. wfll remain to

provide a security rote for the
estimated 6,000 settiosjiytngm

rthe oufltidrtg qfcfigza agfl Jericho-.

Israel win keep ftSrcontnSI TcT'
occupied Arab East Jerusalem,
the Israeli settlements .and the
Israeli-Jordanian and. Israeli-

Egyptian border crossings at
least until talks begin on perma-
nent arrangements, two years
after the Interim agreement is

if
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Continued on Page 14

EC set to renew
pressure on Japan
over car exports
By Andrew Hid in Brussels

EUROPEAN COMMUNITY trade
negotiators will renew pressure
on Japan this week to rein in car
exports to the Community, in the
light of worsening monthly fig-

ures for new car sales in Europe.
European Commission officials

fly to Tokyo today to persuade
Japan to improve on the commit-
ment made in April to cut
exports by 9.4 per cent this year.
The Japanese have hinted they

are ready to agree a further
reduction, so Thursday and Fri-

day's discussions will focus on
the scale of new cuts. EC officials

have not revealed their new tar-

get. but after meeting the Japa-
nese in Brussels last month, they
indicated they were hoping for an
18 per cent reduction this year.

The Commission says sales fig-

ures released or confirmed since

the inconclusive Brussels meet-
ing show the situation has wors-
ened. According to one Commis-
sion official, there would now
have to be “an incredible boom in

the second half of the year" to

fulfil the Japanese forecast that
1993 sales will decline by 12 per
cent. The same officials said even
the Commission estimate of 16

per cent - in line with industry
forecasts in July - was “becom-
ing an optimistic number".

Industry estimates published
this month suggested that new
car sales in western Europe had
dropped by an estimated 20.1 per
cent in July, contributing to a
fall of 17.7 per cent over the first

seven months of the year, com-
pared with the equivalent period.

In the last week, DRL the UK-
based automotive analyst, has
forecast a 16 per cent decline in
west European sales of new cars

this year; Volkswagen and Ren-
ault have announced poor finan-

cial results for the first half of
the year, and Nissan, tbe Japa-
nese carmaker, has said its UK
plant may not achieve the rise in

output forecast for this year.

The European Automobile
Manufacturers' Association plans
to release provisional figures for
August sales shortly. “A little

upturn in the UK has certainly

not been enough to offset the ter-

rible picture everywhere else,"

said a spokesman yesterday.
Under the terms of a 1991

“understanding” between the EC
and Japan. Tokyo and Brussels
agree informal annual limits on
the export of cars and light com-
mercial vehicles to the EC, to

allow the Community to gradu-
ally open its market to full com-
petition. The 1991 deal does not
directly cover Japanese vehicles

manufactured in Europe.

French
stance

‘could sink

Gatt talks’
By David Buchan in Paris,

David Dodwefl in London and
Ariane GenRlard in Bonn

LEADING trade negotiators
expressed concern in Geneva yes-
terday that France is bent on
undermining the Uruguay Round
of talks on world trade liberalisa-

tion.

This follows French insistence

that its European Community
partners must water down a farm
trade agreement with the US
which Paris claims the European
Commission should not have
negotiated with Washington last

November. French officials will

this week continue discussions
with Germany on Paris’s pro-
posed changes to the so-called
Blair House accord on US-EC
trade in subsidised farm goods.
But in Geneva yesterday, trade

officials from 106 countries, gath-
ering for three critical months of
negotiation intended to finalise
the long-stalled Uruguay round,
warned that reopening the Blair
House agreement would scupper
the round.

“If the EC were formally to ask
for Blair House to be reopened,
you can forget the Uruguay
round,” one leading negotiator
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TENDER ANNOUNCEMENT

CAIRO SHERATON HOTEL,

TOWERS & CASINO

In the context of the Egyptian Government privatisationppgramme,
the Egyptian General Company for Tourism and Hotels (“EGOTH”)
announces the sale and commencement of formal tendering fbr the

Cairo Sheraton Hotel,
.
Towers & Casino, a 9-royal suite, 104-suite

and 547-room five-star hotel ideated in central Cairo.
_ .

An Information Memorandum describing the Hotel and a separate
Bid Document may be obtained from Misr Iran Development Bank
(“MIDB”), the exclusive financial advisor to EGOTH. Requests for

either of these documents must include a brief description of the
areas of activity of the interested bidder. Written requests should be
sent to Misr Iran Development Bank, attention Dr. Al-Motaz
Mansour, Managing Director.

Bids will be due on October 4, 19031

Financial Advisor -

Misr Iran Development Bank
The Nile Tower
21 Giza Street, P.O. Bax 219
Orman 12612
Giza, Egypt

Fax: (20-2) 570-1185

Tel: (20-2) 570-3459

MiDBfe Financial Co-Advisor

SatomonSrothers International Limited
Victoria Plaza r
111 Buckingham Palace Road
LondonSWlWOSB
England \ / . .

Fax: (44-71)731-7994
TeL-(44-71 >721-2000

r
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Moslems cast doubt As peace hopes fade attention again focuses on sanctions against Serbia

on neace nrosnects Macedonia reluctant to plug gaps
By Kerin Hope tion force, which also monitors toms o fficial leading the SAM with Serbia, together with- the EC aid, promised last C

the border, about 4.000 trucks team. effects of more than a year of ber. . _ . s„

By Laura SBber in Geneva

MR Alija Izetbegovic, Bosnia's
president, yesterday cast
doubts on the prospects of
reaching a peace agreement
when bilks resume today in

Geneva, saying “he felt like a
thirsty man sent to find water
in the desert”-

Mr Izetbegovic, a Moslem, is

due to meet bis Serb and Croat
adversaries after international

mediators set this week's dead-
line for them to endorse the
republic's partition.

A UN official yesterday
warned against any side seek-
ing “radical” concessions
instead of minor territorial

adjustments of the package put
forward by peace envoys Lord
Owen and Mr Thorvald Stolt-

enberg. “Those concessions
and the whole package are not
going to stay on the table
indefinitely,” said the official,

adding “bits and bobs are one

thing but whole shopping lists

are another”.
The next days would deter-

mine whether the peace was to

be given a chance or whether
there was to be an intensified

conflict, the official said.

Bosnia's ruling assembly
rejected the “compromise pack-

age” at the weekend for foiling

to restore government control

over territory that was mostly
Moslem before the war. The
assembly also criticised the
plan for failing to provide suffi-

cient Nato and US guarantees
that it would be enforced.

After his assembly backed
the plan, Mr Radovan Karad-
zic, the Bosnian Serb leader,

repeated threats that the Mos-
lems would be left with noth-
ing if they rejected the offer.

Bosnian Croat leaders said

they would seek some minor
changes in the plan, reportedly

along Bosnia's northern fron-

tier with Croatia which, under

the proposed map, was mostly
designated as part of the Serb
republic.

'(he peace envoys have
expressed their disappointment
In foiling to wring more con-
cessions from Bosnian Serb
leaders. Serb forces currently
control about 70 per cent of
Bosnian territory. The pro-

posed map gives Serbs about 54
per cent Croats 17 per cent,

and Moslems some 28 per cent
Lord Owen last week said

the settlement was the best

deal he could salvage for the
Moslems, Bosnia's biggest eth-

nic group comprising 44 per
cent of the pre-war population.

But Mr Izetbegovic, speaking
after yesterday's talks were
postponed until today because

the Bosnian delegation had dif-

ficulties in leaving Sarajevo,

was reported to have said:

“Our people need peace, and
the proposals being offered are

worse than war.”

Red Cross to toughen
stand over war crimes
By Francos Williams in Geneva

MR Comelio Sommaruga,
president of the International

Committee of the Red Cross,

warned yesterday that modern
warfare would descend into

“absolute chaos" if govern-
ments did not stop violations

Of humanitarian law.

Opening a three-day confer-

ence in Geneva on the protec-

tion of war victims, Mr Som-
maruga stressed that
signatories of the 1949 Geneva
conventions and the 1977 proto-

cols protecting non-combatants
were committed not only to

upholding the rules themselves

but to ensuring others also did
so.

The ICRC and the Swiss gov-

ernment, depositary state for

the conventions, called the
conference at a time of mount-
ing violations of international

humanitarian law. Red Cross
and United Nations aid offi-

cials have described the fight-

ing in former Yugoslavia as

the most savage in recent
memory, but many other con-

flicts reveal a similar picture of

carnage and brutality.

The ICRC Is particularly

alarmed by two new develop-

ments: the targeting of civil-

ians as a war objective and the

obstruction of humanitarian
relief efforts, including attacks

on aid workers and contempt
for the Red Cross emblem.
Ministers and officials from

some 160 countries attending

the conference are expected
tomorrow to endorse a declara-

tion backing outside interven-

tion to prevent violations of

humanitarian law and support-

ing UN moves to establish a

permanent war crimes tribu-
nal.

The ICRC, which monitors
the Geneva conventions,
admits it faces a paradox.
While urging signatory states

to enforce the conventions, it

maintains a neutral stance
that prevents it from exposing
specific wrongdoing or giving

evidence to a war crimes tribu-

nal “If they thought we were
there to collect information

they would not allow us to ful-

fil our mandate," Mr Somma-
ruga said recently.

However, this policy is being
debated within the ICRC,
which has been stung by criti-

cism that it was slow to reveal

the existence of detention
camps in Bosnia.

At the same time there is no
intention to emulate the

UNHCR, which has ruthlessly

exploited media coverage to

shame the waning factions in

Bosnia into allowing aid con-

voys through.

Another paradox is that
many of those involved in cur-

rent. mainly civil, wars - and
most in need of reminding of

“elementary ethics," as Mr Fla-

vio Cotti. the Swiss foreign

minister, put it last week - are

not attending the conference.

Invitations went only to UN
members and observers.

THE trucks cluster each
evening in lay-bys close to

Macedonia's border with
Serbia, waiting for UN sanc-

tions monitors to go off duty.

But even if the monitors stay

up late, the drivers, keeping in

touch through walkie-talkies,

can choose from dozens of
unwatched tracks to cross the

frontier.

As measures to enforce sanc-

tions against Serbia and Mon-
tenegro have tightened along
the Danube and Serbia’s bor-

der with Bulgaria, Macedonia
has become the main supply
route for the rump Yugoslavia.
According to the UN protec-

tion force, which also monitors
the border, about 4400 trucks
make the crossing in both
directions every week. Vehicles
carrying oil products, construc-
tion materials and spare parts
for heavy machinery have been
spotted, but not stopped.

The 38-member sanctions
ggdcfnnra maria up of

customs officers from several

countries, encourage the Mac-
edonian customs service to
inspect loads crossing the bor-

der. But it has no authority to

enforce the sanctions.

“Once in a while the customs
win follow our suggestions, but
whole days go by when no
trades get inspected," said Mr
Gordon, Evers, a Canadian cus-

The rail link between Athens
and Belgrade is still in opera-
tion. Two or three freight
trains leave Skopje every night
and fanikw trains carrying oil

head north several times a
week.
Macedonia, which was

.

admitted to the UN earlier this

year, has formally backed the

embargo against Serbia, its

main trading partner. The gov-

ernment riainu the sanc-

tions cost the Macedonian
economy more than $l.2bn
(£810m) last year.
However, government offi-

cials argue that the economy Is

so battered by the loss of trade

with Serbia, together with- the
effects of more than a year of

diplomatic isolation, that it

cannot be expected to apply
sanctions folly ™i«m compen-
sation is guaranteed.
“We ask the UN about com-

pensation and they refer us to

the European Community.
There’s no money in sight, but

we have to cope with another

15 per cent foil in industrial

output this year and an unem-
ployment rate of more than 30

pea- cent,” says a government
economic adviser.

Macedonian officials admit,

too, tb«t their enthusiasm for

complying with sanctions has

been diluted by delays in the

arrival of EculOOm (£76.4m) in

EC aid, promised last Decem-

of that

contributed by njember ^att^

on abflateral feists, with the

rest provided by the European

also cfoims

it is being blackmailed into

shipping oil to Serbia by

Greece, which is Macedofoas

main SOUTCe for Oil SUpplfoS-

Acconiing to a amtar Mac;

edonian official. Greecelast

month threatened to cut off all

oil shipments to Macedonia

unless half the supply from the

northern Greek port of Thessa*

ffvmTri amounting to more than

80,000 tonnes monthly, was

sent on to Serbia.

Serbs count human cost

A young Bosnian Moslem girl beside the grave in Mostar of her
brother, who died in fighting earlier this year

By Laura Sflber

THE headlines in Belgrade
newspapers each day reflect a
human tragedy as the Serbian
economy suffers under the
weight of United Nations sanc-

tions. “Babies are dying,” one
says, while others riiafrn that

“starving pensioners are com-
mitting suicide” and “grocery

store shelves are bare”.

After months of virtually

ignoring the west, Serbian
leaders have launched an
offensive to get sanctions lifted

on humanitarian grounds. Mr
MUorad Unkovic, federal min-
ister for foreign economic refer
titmii in the rump Yugoslavia,

which comprises Serbia and
Montenegro, said there was
“great danger with the
approach of winter, people will

not be able to heat their

homes.”
The economic decline of

Serbia shows no sign of bot-

toming OUt. Tnflgtipn jfe AUgUSt
ran at a monthly rate of 1,500

per cent. The Yugoslav
National Bank yesterday
issued a lbn dinar banknote
worth less than 53.

Industrial production in
June dropped by 37 pa- cent
compared with the same
month last year and hundreds
of thousands of workers have
been sacked as factories close.

Serbian health care is suffer-

ing badly. Medicines and food

are not covered by sanctions,

but “if you need surgery, bring

your own medicines, needles,

anaesthetics and linens, or

commit suicide If you don’t

have money,” said Mr Predrag
Slmic, director of the Belgrade
institute of international poli-

tics and economics.
If a settlement is reached in

Geneva this week for a parti-

tion of Bosnia, Serbia step up
pressure for lifting sanctions.

But if sanctions were eased, a
victorious Serbian President
Slobodan Milosevic would be
rewarded for destroyingBosnia
and creating Cheater Serbia. .

Russia has called for sanc-

tions to be eased if progress is

made on partition but the US
says it is far too early even to

discuss such measures. Propo-
nents of aanrtinm} - rm Serbia

are convinced that they repre-

sent the only means of contain-

ing an aggressive state, which
is now a regional military
power.

However Mr Vladislav Jova-

novic, Serbian foreign minis-

ter, warned that “sanctions
have become the biggest gener-

ator of instability In the Bal-

kans”. Serbian, officials paint

to a growing number of conn-
tries hit by 15 months of sanc-

tions on Serbia: Greece,
Romania, Bulgaria, Ukraine,
and Hungary have all sus-

tained large losses, while offi-

cials from Manpriimin say sanc-

tions are harming the former

Yugoslav republic even more

than Serbia, its northern

neighbour.
The imposition of sanctions

against Serbia has proved to be

one of the few issues on which

the west was united. But
removing them looks likely to

be yet another divisive issue.
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Row splits Italian investigators
By Haig SJmontanfo Hfflan

MR Francesco Saverfo Borreffi,
the leading magistrate behind
Italy’s 18-month political cor-
ruption investigation, will
have to take argent action to
restore the credibility of his
magistrates when he returns to
Milan today.
Deep divisions emerged

among magistrates after the
revelation last week that Mr
Marcello StetafaJ, treasurer of
the Democratic Party of the
Left (PDS), the former Camm.it
nist Party (PCI), had been told
be was under investigation for

SHAREHOLDERS in Montedison, the industrial
subsidiary of Italy’s troubled Fenmzzi group,
yesterday gave its new management clearance
topless for damages from five former execu-
tives and the heirs of Mr Rani Gantts!, whoMed himself last month, writes Haig Slmon-

ian. The new management, which was imposed
by the group's bank creditors in June, has
already won approval by a court to freeze
assets of up to L500bu ($313m) each belonging
to the five former managers and to Mr
Gardini's heirs.

alleged corruption and fflqpfl

political funding.
The PDS has consistently

denied involvement in the
bribes which have tainted
almost all Italy’s big political
parties.

.

-

Two magistrates argued on
newspaper front pages over
whether investigators had

deliberately held back from
pursuing allegations against
the PDS and the Communists.
Ms Tiziana Parents the mag-

istrate investigating the PDS.
complained she had been iso-

lated by her colleagues.
The interview provoked a

sharp response from Mr
Gerardo d'Ambrosio, Milan's

assistant public attorney, who
has been running matters in
Mr BorreUi's absence on holi-

day. Mr d'Ambrosio played
down the allegations against
Mr Stefanini, a PDS senator
who was treasurer of the Com-
munist Party before its meta-
morphosis into the PDS.
Mr Stefanini was alleged to

have been the intended recipi-

ent of L62im (1390,000) paid by
Calcestruzzi, the building
materials subsidiary of the Fer-
ruzzi group, to Mr Primo
Greganti, a former PCI official.

The money was alleged to have
been a bribe in return for con-
tracts won by Calcestruzzi
from the Enel electricity gener-
ating authority.

While not denying the exis-

tence of the Swiss bank
account into which the money
was paid, Mr Greganti,
arrested this year, has consis-

tently denied the cash was for

the PCL

Rich pickings
for Polish
entrepreneurs
8y GJBhm Tett

THEY are usually aged
between 36 and 45 years. Most
have a background in science
or engineering. And - perhaps
inevitably - nine out of io are
men. Three years after Poland
embarked on its “big bang”
policy of economic liberalisa-

tion. the new entrepreneurs
are not only thriving, but pro-
viding the backbone of the
country’s attempts to emerge
from recession.

Even more significantly -
according to a recent study by
the International Finance Cor-
poration - the focus of their

market skills is shifting.

Instead of simply trading, as
they did in the early days, in
imported "luxuries” such as
alcohol or frilly undergar-
ments, Polish entrepreneurs
are moving into manufactur-
ing, producing goods ranging
from car parts and plastics to
homoeopathic remedies.

The EFC says the shift has
left Poland’s private sector

arguably the best developed In
east Europe, providing more
than 50 per cot of Poland’s

GDP and employment
For those who wonder

whether this can be repeated
elsewhere in eastern Europe,
the IFCs case studies are iUu-

minsting.
The key to the Polish

would-be capitalists is, the
study claims, their economic

"agility”. Poland is apparently
peppered with academics who
have turned their hand to
producing hot dog kiosks,
farmers who have switched
their skills from lug) growing
to spice marketing and engi-
neers who have moved from
metal work to meat processing
to publishing and back again.
With credit hard to raise,

and interest rates high, most
starting capital has come from
family funds, often gained
from speculative trading dur-

ing the late 1980s.

Nevertheless, a familiar lit-

any of problems remain:
axe to obtain, trading
bureaucracy is Byzantine, mar-
ket information is scarce, and
almost all entrepreneurs report
bring plagued by that old prob-

lem - the crackly telephone.

For those who hope that the
swarms of post-Communfat
Russian, Romanian or Esto-
nian street vendors will soon
be following a similar path, the

1FC issues a provisa
Poland, it points out, had

had a tradition of private agri-

culture and even some private

business right through the
Communist period. Many of
these "new” entrepreneurs, it

transpires, had been quietly

operating for up to 10 years.

Coping with Capitalism.: The
New Polish Entrepreneurs. The
International Finance Corpora-

tion, 1818H Street, N.W. Wash-
ington DC

Troops will leave

Lithuania ‘today’
ly John Lloyd In Moscow and
Satthew Kaminski in VBnlus

arations for a Soviet past it dis-

avows.

IUSSIAN troops are to be
withdrawn from the Baltic

•epublic of Lithuania today on
schedule, Mr Algirdas Brazaus-

ias, the Lithuanian president,

laid yesterday in a national

adio address.

A spokesman for Russian
>resdent Boris Yeltsin later

xrafirmed the troops’ with-

Irawal, but refused to say if it

vould be today.

The normally good relations

jetween Russia and Lithuania

were soured earlier this month
when Russia said it would sus-

iend the withdrawal of 2,500

service personnel and their

amities because Lithuanian

legotiators had insisted on
airing the issue of caxnpensa-

aon for damage done since the

Irst Soviet occupation in 19®.

ffo figure was mentioned, but

Lithuanian newspapers
eported that a sum of about

ilSObn was mentioned.

Mr Brazauskas said the ques-

ion of compensation would be

the object of further talks” -

\ formula which appears

o have satisfied Moscow.
Russia is in neither the mood

iot any condition to make rep-

Evidence of this came yester-

day when Mr Sergei Filatov,

chief of staff to Mr Yeltsin and
ri>airman of a commission to

determine events which led up
to the shooting down in 1983 of

the South Korean civilian air-

liner KAL007 over Soviet air-

space, said that the Soviet

Union bore no guilt for the

incident

Mr Filatov said pilot error

had taken the plane 350 miles

off course, deep into Soviet air-

space.

• Mr Hong Soon-young, South
Korea’s deputy foreign minis-

ter, said in Seoul yesterday

that Ms government would res-

chedule debts owing to South

Korea on cash loans of Slbn
and tied credits of $47Qm, on
which Russia has paid only

$12.7m interest from a prom-

ised $38-8m payback.

A further SI -53bn of a $3bn

aid package extended to the

former Soviet Union in 1990

has been frozen at Russia’s

request, Mr Hong said. “They
have said the interest rates

and other conditions on the

South Korean loans were unfa-

vourable.”

tender invitation

The Hungarian StateProperty Agency
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I or its foreign exchange eflnivnlent. provufang cover for the
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deluding the STot **»

yigRITUM Trust & Investment Co. Before taking over the
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hail bcsoinzulted in three copies under closed cover w.lhout
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SS3S5SSSKM=Sr*
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Setback for Shell, Exxon
By Karen Foss* m Oslo

NORWAY’S Industry and
Energy Ministry has rejected
applications for new oil and
gas exploration offshore acre-
age submitted by the Norwe-
gian subsidiaries of Royal
DutctyShell and Exxon Corpo-
ration, according to leaked
reports.

Mr Finn Kristensen, industry
and energy minister, is due
tomorrow to announce the
award of 50 blocks of new acre-

age offered under Norway's
14th licensing round. Both
companies said yesterday they
had submitted “selective"
applications based on their

respective technical and profit-

ability assessments of the
blocks on offer. Neither Shell

nor Esso, Exxon's Norwegian
subsidiary, said they had
demanded “special” conditions
or treatment of their applica-

tions.

Mr Rinay Knudsen, director

of information at Norske Shell
said the company had told

energy officials that its return
on investment for exploration
drilling had to increase.

Both Norske Shell and Esso
have criticised Oslo’s tough fis-

cal and licensing regimes.
Other foreign oil companies
have said that Norway, which
faces tough competition from

emerging oil and gas produc-
ers, should provide incentives

for maintaining foreign invest-

ment.

“It takes longer for opportu-
nities in new areas to material-

ise and I think Norway is

exploiting this opportunity to

drive a hard bartpiin while it

can.” one industry official said

yesterday.

• Norway's ruling Labour
party, facing a general election

next month, got a boost from a
poll yesterday showing that

Norwegians backed its contro-

versial decision to seek mem-
bership of the European Com-
munity. Renter reports from
Oslo.

Bundesbank caught
in a rates quandary
By David Waller in Frankfurt

ECONOMISTS who dared to

speculate on the direction of

German interest rates last

week are now pondering the

question of where German
monetary policy goes from
here after tbe decision not to

cut rates.

The question is delicate at a
time when there is suspicion in
some European capitals that

the Bundesbank takes pleasure
in wrong-footing those who try

to guess the timing and scope
of future interest rate moves.
The economic factors govern-

ing policy are conflicting -

inflation is on the way down,
according to Mr Otmar Issing,

the Bundesbank's chief econo-

mist and member of tbe policy-

making directorate, and this

should lead to lower interest

rates. But money supply
growth - the yardstick by
which the German central

bank steers its interest rate

policy - is running well above
the bank's target range.

Price stability and the
defence of the German cur-

rency have long been at the

core of Bundesbank policy. But
there is another factor - the

worst downturn in Germany
since the second world war.

Mr Issing declared last Fri-

day that monetary policy

would Increasingly take its cue
from the German recession,
implying that the Bundesbank
wanted to do its bit to alleviate

the problems suffered by Ger-
man industry.

In practice, however, Mr las-

ing’s concern about the reces-

sion is likely to mean that
interest rates will eventually
come down, but only at a slow
pace. Comments by Mr Hang
Tietmeyer, vice-president and
president elect of the Bundes-
bank, also point to lower rates

and concern for tbe wider
economy. Mr Tietmeyer said

recently that further apprecia-

tion of tbe D-Mark within
Europe was undesirable in the

tight of German exporters'
need to remain competitive.

But the Bundesbank finds
itself between a rock and hard
place. On the one hand it

wants to cut rates, which
would help alleviate the reces-

sion. On the other, despite
signs inflation is on its way
down, the Bundesbank is still

constrained by money supply
growth. As it never tires of
explaining when setting out its

ideological stall, current
money supply growth is the
determinant of inflation, two or

three years down the road.

To some extent, the latest

M3, or broad money, figure is

distorted - chiefly by tbe effect

of the Bundesbank's interven-
tions in the currency markets
in recent months. This will
feed through into the August
number and will ensure that
for a fifth month M3 growth
will exceed the target.

“The big problem is that the
Bundesbank has not success-
fully dealt with an increase in
money supply which dates
back to German reunification
[in 1990]," says Mr Joachim
Pels, economist at Goldman
Sachs in Frankfort “The rea-

son we have high inflation non
is because of monetary growth
several years ago."

Tbe Bundesbank's room for

manoeuvre is helped by the
widening of fluctuation bands
within the exchange rate
mechanism. The most likely

next step is a cut of 50 basis

points at most in the discount
rate. This is currently at 6.75

per cent and a cut from this

level could be justified ou
“technical grounds" because of

the narrow margin between
this rate and current money
market rates.

“The Bundesbank tikes to

engage in practical psycho-
logy." says Mr Fels. “It must
strive to keep hopes of further

interest rate cuts alive. The
only way it can do this is by
giving the market less than it

expects, and more slowly."

N.JL lORMAN AND PARNEVIK COLLECTED
THE TROPHIES.
BUT HAMILTON AND NICHOLSON

REALLY CLEANED UP.

vans and tankers, and even a couple of

motorbikes with trailers to take the

waste away.

And months of careful planning

ensured their hard work was carried out.

quickly, efficiently and unobtrusively.

At Waste Management

International pic, we like to be

recognised for our ability to offer

advanced, technological solutions to

tough environmental challenges. But

we also enjoy our reputation as

people who can really clean up.

Anything, anywhere and anytime.

\ ip /
Take golf, for example. For

eight days in July, two famous

British golf venues. Royal St.

George’s and Gleneagles, played

hosts to The Open and the Bell’s

Scottish Open championships.

You may have been watching

on TV as Greg Norman littered his

card with birdies and eagles, and

Jesper Parnevik laid waste to his

opponents.

That’s because Hugh Hamilton,

Alistair Nicholson and their teams from

UK Waste Management, our British

joint venture company, really did clean

up at both events.

At Waste Management

International, cleaning up at golf is par

for the course. Be it The Open or the

Scandinavian Masters. And some of our

restored landfills even provide leisure

space as golf courses. Yet it’s only a

If so, you would have also seen

some of the 300,000 plus players,

officials, sponsors, commentators,

exhibitors and spectators who

descended on the courses. But you

certainly wouldn’t have seen the

hundreds of tonnes and hundreds of

thousands of gallons of wet and dry

waste that those visitors left behind.

And while Jesper and Greg were

taking the Opens to the cleaners, Hugh

and Alistair were taking around 300

cleaners to the Opens. They also took

400 plastic wheelie bins, several trucks.

minor part of what we do.

v >.

Today, we provide

environmental services for over

150,000 businesses and for millions of

households in 16 countries across the

world. Our operations encompass

collection, treatment, recycling and

incineration of most types of waste

materials, landfill disposal, waste-

to-energy facilities, waste water

treatment, contaminated site

remediation, and on-site waste

reduction and minimisation services.

And, thanks to the dedication of

our 16,000 employees, people like

Hugh Hamilton and Alistair Nicholson,

we can tailor our world class services to

meet local needs. To a tee.

For more information, call us on

44-81-563 7000.

Waste Management International pic

LOCAL PRESENCE. GLOBAL KNOW-HOW.

WASTE MANAGEMENT INTERNATIONAL PLC IS A MAJORITY - OWNED SUBSIDIARY Of W M X TECHNOLOGIES, INC

THE WORLD’S LEADING ENVIRONMENTAL SERVICES ORGANISATION.
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to set up credit bank for capital projects

< • 5
' ( •* 5?

MUCH ADO AND MUCH TO BE DONE: A Chinese worker (left) cycles past the toll gates of a new highway, near Beijing's international airport, doe to be opened next month. Meanwhile, water spQls at

the weekend from a raptured dam at a reservoir in China’a remote north-western Qtnghai province. The flood obliterated several villages, 223 people were killed and 180 were missing

China
By Tony Walker in Beijing

CHINA is to establish a credit

bank to fund large capital
works projects, as part of long-
awaited and extensive reforms
expected in the moribund
banking sector.

Mr Lou Jiwei. a senior offi-

cial of the Commission for
Restructuring the Economy,
said at the weekend that the
Long-Term Development and
Credit Bank, planned for early

next year, would fund projects

in “vital sectors", such as
those of energy and transporta-

tion.

Mr Lou, a close adviser to Mr
Zbu Rongji, China's senior
vice-premier in charge of the
economy, also confirmed that

an Export-Import Bank would
be established in the new year
to “stimulate" exports of
machinery' and electronics.

Announcement of the forma-
tion of the new “policy-
lending" banks, plus indica-

tions that the People's Bank of
China (PBOQ would have its

functions as a central bank
more clearly defined under a
new central bank law, follows

extensive consultation with
officials of the World Bank, the
IMF and other International
institutions.

World Bank officials have
urged China to relieve its spe-

cialised banks of the policy-

lending burden for large capi-

tal works projects. "Priority

investment, especially in long-

gestation or very expensive
projects, belongs to an institu-

tion similar to the policy
banks" described by Chinese
economists." a World Bank
report said.

“These investments could be
financed by government-
guaranteed bonds. This would
obviously be accompanied by
re-focusing the attention of

existing banks on commercial
activities. This will require
much-strengthened supervi-

sion capacity in the central

bank,” the report said.

Chinese officials Indicated at

the weekend this process was
already under way, with
emphasis on tightening the
regulatory functions of the

People's Bank of China under

Mr Zhu's governorship.

Among the World Bank's
recommendations is that the
PBOC be shorn of its non-cen-

tral bank functions such as
ownership of securities compa-
nies and mutual funds to allow

it to “focus on its primary role

as a central hank”
,
on the lines

of the US Federal Reserve.

Western bankers in Beijing

say that any step towards
strengthening and stream-
lining the central bank's
operations is welcome, but
they are sceptical about plans

for sweeping reforms of the
banking sector.

They point out that China’s

“big four" specialised banks -
fh» Industrial and Commercial
Bank, Bank of China, Con-

struction Bank and Agricul-
tural Bank - are heavily bur-

dened by non-performing i«ws
to state enterprises.

Transformation of these
institutions into commercial
banks would require an enor-

mous commitment of govern-

ment funds which may well
prove beyond the resources
of the central government

The World Bank, in its

recommendations, suggested
that subsidies for loss-making

state enterprises and alloca-

tions for agricultural procure-

ment be removed as "a matter
of priority" from the responsi-

bility of the banking sector.

“This type of lending," the

bank said, “belongs to the
budget”

New homes sales down,
trade deficit up, in US

Mandela refuses to punish ANC
offenders in human rights cases

By Michael Prowse
in Washington

SALES of new homes in the US
fell 5 per cent in July com-
pared to June, raising new
doubts about the health of the

housing market the Commerce
Department said yesterday.

In a separate report, it said a
surge in imports bad resulted

in a US trade deficit of S34.4bn

(£23.2bn) in the second quarter,

the biggest shortfall In more
than five years.

The weakness of new home
sales puzzled analysts, as it

had followed a recent drop in

mortgage rates to the lowest

level in more than two decades
and a report last week of a
robust 5.4 per cent gain in
sales of previously owned
homes last month. Sales fell in

all regions, not just the flooded

ports of the Midwest.

Figures for June were also

revised down sharply to show
a gain from May of only 3.3 per
cent, rather than the 11 per
cent initially reported.

The unexpected weakness
since May left sales running
last month at a seasonally
adjusted annual rate of 629.000
- far below Wall Street projec-

tions of about 675.000. For the

first seven months of the year,

however, sales were still nearly

7 per cent higher than in the
equivalent period last year.

The trade deficit rose 17 per

cent in the second quarter
compared to the first, mainly
because consumer and invest-

ment demand In the US is

much stronger than in its

recession-hit trading partners.

Exports rose 1.4 per cent from
the first quarter to $U3.1bn;
imports rose 4.7 per cent to a
record $147.5bn.

The annualised deficit in the

first half was S127.4bn com-
pared with $96. lbn for the
equivalent period last year.

By Patti Waldmeir in Johannesburg

MR Nelson Mandela, president of the

African National Congress, yesterday

refused to punish ANC officials found
guilty by the organisation’s commission of

inquiry Into murders, torture and other
human rights abuses in ANC prison camps
in the 1980s.

The commission, which was appointed
by Mr Mandela, last week called on the

ANC to punish those involved in the

deaths of 22 detainees, and other cases of

abuse and injury, and to pay compensa-
tion to victims or their families Mr Mand-

ela rejected these rwtY»mmendnHfmc call-

ing instead for a “Truth Commission" to

investigate all cases of human rights

abuse, including those involving govern-

ment officials
Mt Cyril Ramaphosa, the ANC secretary

general, drew a distinction between abuses
carried out in Hefonty of apartheid, and
those committed in the fight for liberation.

Asked whether the ANC believed that the
ends justified the means In cases of
human rights abuse, Mr Mandela replied:

“You can draw your own conclusions."

He said the ANC accepted “collective

responsibility" for what happened. He

went on to excuse the abuses by saying

that they were committed “in an attempt

to prevent violations of human rights by
the otter side". Mr Mandela said any com-
pensation to victims would have to be paid
by a future guvammart, not by the ANC.
Meanwhile, he announced that Mr

Thabo Mbeld, a landing mndara^ bad
been elected national chairman of the
ANC. This will boost Mr Mbeki’s chances
to succeed Mr Mandaia as president. Mr
Ramaphosa. another moderate, is the
other possible successor, though he has

come under increasing criticism for mak-
ing too many concessions to whites.

Nigerian government faces stem test

Tighter
watch on
Mexican
banks
MEXICO'S recently-privatised

ranks will issue quarterly

reports to give Investors a

dearer picture of their finan-

aal health, according to the

National Banking Controls-

don, writes David Luhnow m
Mexico (Sty. _ „

New regulations will force

lie nation's banks to issue,.as

>f next month, reports that

ietail, among other things,

levels of reserves and rates of

>ad loans, said officials-

Since the government bank

Guatemalan call

Guatemalan President Ramiro

de LeOn has demanded that

members of Congress and

Supreme Court judges resign

as part of his campaign to rid

state bodies of corruption,

writes Edward Orlebar in Gua-

temala City.

This follows weeks of criti-

cism in the media and among
civilian organisations, which

have called for a purge of Con-

gress and the court.

Malaysian fine

Mr Ibrahim Mohamad, a prom-

inent Malaysian businessmen,

has been fined M$500,000
(£L3L000) for his share-dealing

on the Kuala Lumpur market

this year, writes Kferan Cooke
in Singapore. He pleaded
guilty to illegal dealing in

Union Papa* Holdings, a small

paper mill operator listed on
the second board of the Kuala
Ltuupur exchange.

Hurricane alarm
Thousands of people left

islands off North Carolina as

Hurricane Emily, swept in
towards the US east coast yes-

terday, Reuter reports. The
National Hurricane Center in

Florida issued a hurricane
watch for the coastline from
mid-South Carolina to the
Delaware border. Emily was
located 850 miles south-east id

Cape Hatteras and was moving
west-northwest at nine mph.

Chile bank reform proposed
THE CHILEAN government has proposed a
solution to the S4bn (£2.66bn) subordinated
debt issue that has plagued domestic banking
for a decade, writes David Pilling in Santiago.

Ten of Chile's commercial banks owe the cen-

tral bank S3Abn. This dates back to 1983 when
the state took over their non-performing loans

to prevent a collapse of the banking system.
Banks have since been obliged to repurchase
these debts yearly by handing over 70 per cent
of their after-tax profits to the central bank.
A reform bill, to be sent to Congress today or

tomorrow, seeks to end the repayment period
after 40 years. Banks with a realistic chance of
achieving this would continue to pay the 70 per

cent of profits to the central bank, but would be
subject to an “efficiency test" stipulating a
minimum rate of profit. Those with less pros-

pect of repurchasing all their outstanding debts
within the 40 years - which include Banco de
Chile and Banco de Santiago, two of the coun-

try's biggest - would issue convertible bonds to

cover the shortfall. This would imply a dilation

of existing shareholder stock, and is likely to

be controversial in Congress.
In return for their agreement to new repay-

ment terms, banks - participating voluntarily
- would be allowed to take on new activities

such as factoring, securitisation and setting up
Internationa! finance consultancies abroad.

By Lesha Crawford in Lagos

THE INTERIM government of

Nigeria faces the first real

challenge to its authority
today.

If a national strike called by
unions and the pro-democracy
movement can hold firm on
the first working day after a
long weekend, the economic
pressures on the new govern-

ment installed by the country’s

military will be considerable,

for the main business and
industrial centres, Lagos and
Ibadan, will have been para-

lysed for nearly a week by
absenteeism and strikes.

The Nigeria Labour Congress
called its members out on Sat-

urday to protest against the
former military government's
failure to return the country to

full democracy. The congress
wants the interim government
to honour the result of the
presidential election in June,
which was annulled by Gen
Ibrahim Babangida, the mili-

tary ruler who stepped down
last Thursday.

Oil workers have been on
strike since Saturday, but pro-

duction of crude for export was
not thought to be affected.

Civtl service unions say they
will walk out from today.

Road transport is paralysed
due to a chronic shortage of

locally refined fueL

The introduction last week
of a two-tier price system for

petrol, with a new grade cost-

ing 10 times the price of the
current subsidised fuel, has led

to panic buying:

Chief Ernest Shonekan,
Nigeria's new head of govern-

ment, on Sunday ordered the
release of three prominent
political prisoners and several

journalists detained on con-
spiracy and sedition charges.

But a military decree to ban
several opposition newspapers
and magazines is stiS in force.

Mr Beko Ransoane-Knti sard

fellow lawyers Mr Gan Fawe-
hinmi and Mr Ptemi UMana had
been jailed since July 7 for

organising demonstrations
against the cancellation of tire

presidential poll results. They
support the claim to the prest
dency of Chief Moshood Abi-

ola. the Moslem millionaire
businessman credited with
having won the contest

"

The pro-democracy campaign
is planning to hold rallies in

the northern cities of Kano and
Kadnna, Where, support for

their demands has been
lukewarm.

'

See editorial comment

Iraq weapon
UN weapons inspectors inves-

tigating Iraq’s tustajla-

tfams say they are struck by
their remarkable similarity to

Argentina’s Condor H missile

complex, closed In 1990 by
President Carlos Menem,
writes John Barham in Buenos
Aires. UN officials recently in

Argentina were quoted as say-

ing tire similarity of the pro-

duction plants and missiles
gave than insights into how
the larger Iraqi project
worked. Argentina, Iraq and
Egypt co-operated closely in
developing missile technology
in the 1988s.

Bond returns may be flattering to deceive
SOMETHING unprecedented in the
post-war era has been happening over the
last few years: bonds have been a better

investment not only than cash but even
than equities. The question is how long
this performance can last.

A report* published in July by a British

investment advisory boutique brings
together the facts and assesses both the
process and the prospects. The chart,

taken from that paper shows the value of

an assumed Investment in the Standard &
Poor’s composite Index, with reinvestment

of dividends, since 1957, relative to cash.

Over the entire period the lucky investor

would have earned 3'/« times more in equi-

ties than in cash.

Not so the hapless investor in bonds.

Over the same years the value of a US
bond portfolio, with reinvestment, would
have fallen by about a quarter, relative to

cash. Tbe UK offers a similar picture,

although Germany, not surprisingly, is a
country where bonds have been a some-
what better investment than cash.

Bad things, like good things, do come to

an end. The turnaround for US bonds rela-

tive to cash came in the early 1980s.

thanks to Paul Volker's disinflationary

heroics at the Federal Reserve. More
remarkably, global returns on bonds have
outstripped those on equities since 1987,

while returns on bonds have exceeded
those in equities in each of the main finan-

cial markets since 1990. The advantage of

bonds has been very small in tbe US.
where the equity market has been buoy-
ant, but huge in Japan. A Japanese inves-

tor who bet on the bond market in 1990

would have made 31 per cent per annum
more than in the equity market, on aver-

age. since then. In the UK the margin in

favour of bonds has been 5 per cent per
annum, on average, over the period.

Theory suggests that ex ante returns on
different assets should be the same, allow-

ing for risk. So equities should be more
profitable than bonds and bonds more
profitable than cash over any long period.

This is not what has tended to happen.
Furthermore, if tbe return on bonds is to

be the same as that on cash, allowing for

risk, a steep positively sloping yield curve,

such as the one now in effect in the US,
implies that bond prices are expected to

fall and vice versa. If bonds have returned
much less or more than cash, these expec-

tations cannot have been fulfilled. Up to

the early 1980s bond prices fell more than
expected Since then they have risen more
than expected. The main reason for this is

that inflation outstripped expectations for

a long period But since the early 1980s the

reverse has been the case.

The authors of tbe study argue, how-
ever, that the reason for the market's mis-

takes has not just been unanticipated
developments in inflation. The market has
also not been processing the information
available to it efficiently. In particular,

bond prices should be relatively high
when short-term interest rates are much
below long ones, because bond prices
should then be expected to fall, and vice

versa. In fact, the yield gap has been a
poor predictor of subsequent changes In

bond prices. The authors of the report

argue that they have been able to identify

better predictors, which means that an
active trader should be able to earn higher
returns than a passive holder of bonds.

What now? Whether or not traders can
outperform the market, the principal
determinant of exceptionally high relative

returns on bonds is bound to be unexpect-
edly low inflation (or unexpectedly low
real rates of interest). Since the inflation

expectation implied by present bond yields

is already around 3 per cent in the US, the
chances of further favourable inflation

surprises may be relatively low.

At tbe same time a trading rule the
report recommends is to hold bonds when
the gap between bond yields and short
rates has recently risen and hold cash
when it has recently fallen. On that basis

too. the chances of further high returns

may be modest, at least on US bonds.

Marlin Wolf
Andrew Smithers and Stephen Wright,

The Outlook for Bonds. July 1393. Report
No. 43, Smithers & Co. London. Tet 071

377-3765:fax: 071 377-3292.
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US still cautious on
Mideast peace hopes
By George Graham
in Washington

.

THE US remains outwardly
cautious about the prospects
For a preliminary self-rule
agreement between Israel and
the Palestinians, but US. offi-
cials are more excited than
they have been for some time
about the chances of a.break-
through in the peace process.
As delegates gathered in

Washington for the 11th round
of Middle East talks. President
Bill Clinton warned that appar-
ent good news had often
turned into disappointment.
“We've still got a long way to

go," he said.

Mr Clinton said he could not
comment until progress was
more concrete. He said; “r
don’t know if I would call it an
intervention, but we have cer-
tainly worked hard to be a
handmaiden, or whatever the
appropriate term is. We are
involved, but our position is
not at issue here and should
not be discussed until the par-
ties themselves work out then-
differences.

"

State Department officials,

however, said that a meeting
in California on Friday
between Mr Warren Christo-
pher. the Secretary of State,
and Mr Shimon Peres, the
Israeli foreign minister, had
made it dear that “the parties
are focused on choices that
could produce real progress".
Mr Christopher's aides are

clearly elated at the possibility

Signs of progress expose
Palestinian divisions

that their boss, who has been
vilified in the US press over his
handling of the Bosnia crisis as
a passive and unprincipled
administrator, might score a
diplomatic victory.

Officials told the New York
Times that it was Mr Christo-
pher’s trip to the Middle East
at the beginning of this month
that gave new momentum to
the peace talks.

“They heeded the US to stim-
ulate things. They have all

needed an awful lot of assur-
ance and band-holding from
the US," the newspaper
reported a US official as say-

ing.

Mr Christopher's trip turned
into an exercise in dnny>gp con-
trol. as he sought to negotiate
an end to Israel's assault on
southern Lebanon, and even
his aides found little heart to
defend his confident assertion
that the fighting in Lebanon
had in fact “given a new burst
of energy to the negotiations".
US officials said that the cru-

cial success of the trip was in
persuading President Hafez al
Assad of Syria to advance talks
with Israel on the future of the
Golan Heights. They suggested
that this might have encour-
aged Mr Yassir Arafat and the
Palestinian Liberation Organi-
sation to participate more
actively in talks with Israel.

This explanation is not uni-
versally shared in Washington,
however.
“The main pressures on Ara-

fat are financial. The people
who have leaned on him are
the Saudis and the Egyptians,”
said Dr Michael Hudson, pro-
fessor of Arab studies at
Georgetown University.

Dr Hudson warned that
Israel’s proposal to give the
Palestinians Vitinted self-rule in
Jericho and the Gaza strip

faced serious opposition among
Palestinians in the occupied
territories, and not just in the
militant Hamas movement.
"Much depends on how the

US interprets its role as a full

partner in the peace process,

and how far they are willing to

go to make sure this is not the
last stop on the road," he said

By David Horowtz hr

Jerusalem and agendas

IT DID not take long to bring
Palestinian rifts into the open,
following the signs of progress

yesterday in the peace process.

Conflicting signals emerged
from the PLO itself - euphoria
from Mr Bassam Abu Sharif

and Mr Yasser Abed-Rabbo,
aides to the chairman Mr Yas-

sir Arafat, contrasting with
pessimism from political

department head Mr Farouk
Khaddoizmi.
Mr Ahmed Jibril’s Popular

Front for the Liberation erf Pal-

estine-General Command was
more extreme and threatened

to assassinate Mr Arafat. The
?in responded by saying the

guerrilla group was out of

touch with the needs of Pales-

tinians.

The Hamas Islamic Resis-

tance movement, which has its

strongholds in Gaza, has said it

will do everything to block a

deal. The fundamentalist

group, which opposes the US-

brokered Middle East peace

talks, is the main rival of the

Palestine Liberation Organisa-

tion in the Israeli-held West
Bank and Gaza strip. Its main
stronghold is believed to be in

Gaza.

“This project opens the door
wide to inter-Palestinian fight-

ing and. civil war because it

does not fulfil their aspirations

and liquidates their cause." Mr
Mhhaminpri Nazzal, the Hamas
representative in Jordan said.

Mr Abdel Aziz tbmfori, the
spokesman for the 400 deported

Palestinian radicals stranded
since last December in

southern Lebanon, said in a
telephone interview with the

Associated Press yesterday
that Moslems throughout the

world rejected any deal recog-

nising Israel. “This agreement
will not prevent the Islamic

generation, now or in the

future, from fighting to restore

its rights in Haifa. Acre,

Lydda, Jaffa and Jerusalem,"

he said.

Mark Nicholson adds from
Cairo: The Egyptian govern-

ment, which has played an
increasingly important role in

brokering Arab-Israeii talks,

yesterday welcomed the “Gaza-

Jericho first" agreement as a
move towards achieving Pales-

tinian self-rule in the occupied

territories. But it emphasised

that this should be seen, as a

first step.

In the first reaction from any
Arab government to the pro-

posed deal, Mr Amr Moussa,

Egyptian foreign minister,

said: “Any withdrawal from
any part of the Arab land occu-

pied [by Israel] since 1967 is a
step forward". It is a step that

does not meet all requirements
on its own, but is a move
towards achieving self-rule in
all the Palestinian occupied
territories."

He said a full solution should
embrace the terms of the origi-

nal Madrid formula for the

peace talks, the full satisfac-

tion of United Nations resolu-

tions and an acceptance by
Israel of the principle of “land

for peace". “The Gaza-Jericho

proposal is under careful study

and if the Palestinians approve
it, we will approve it too. The
derision is a Palestinian one."

the minister said.

Mr Arafat was due to arrive

in Cairo last night for talks

with Mr Moussa and is due to

meet Mr Hosni Mubarak, the

Egyptian president, this morn-

ing at the presidential palace

in Alexandria. Mr Moussa,

before yesterday’s talks, put

his government squarely
behind the PLO leadership in

the face of hardline Palestinian

opposition to the proposal,

praising Mr Arafat as “working
bard to reach a comprehensive

settlement".
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Peres defends agreements before an astonished Knesset

‘The world
has changed
completely’

Raura

Israeli prime minister Yitzhak Rabin briefs coalition partners

ahead of the cabinet vote on the “Gaza-Jericho first" proposal

By David Horovitz
In Jerusalem

"THIS is the beginning of the
end of our 100-year dispute
with the Palestinians. And
you, yesterday's men. can’t see
five steps forward."
With these words, before a

raucous Israeli Knesset yester-

day, Israel’s foreign minister.

Mr Shimon Peres, hit back at

his critics on the opposition
benches, and defended agree-

ments for granting Palestinian

autonomy in the occupied ter-

ritories. “The world has
changed completely," shouted
Mr Peres at members of the
opposition Likud, "and only
you haven’t realised it."

News of the agreements
between Mr Peres and the Pal-

estine Liberation Organisation
(PLO; stunned almost every-
one. When Mr Peres first dis-

closed the agreements to his

cabinet colleagues on Sunday
morning, jaws dropped. Mr
Elyakim Rubinstein, the man
who has led Israel's negotia-

tors through almost two years

of unproductive dialogue with
the Palestinians in Washing-
ton, was said to have been
“flabbergasted” at what had
been achieved behind his back,

and threatened to resign.

No sooner had the first

shock waves passed, than tbe

opposition reacted furiously.

Unimpressed by government
assurances that not a single

settlement would be moved

during the planned five-year
autonomy period, settlers’ lead-

ers in the West Bank and Gaza
Strip have vowed to fight an
"escalating struggle” to pre-

vent what they say will be the

creation of an independent Pal-

estinian state.

One settler rabbi. Eliezer

Melamed, went further, warn-
ing of civil war If the auton-

omy plans go ahead. The first

fruits of the public struggle
were evident last night: a

rowdy demonstration outside
the prime minister’s office.

Right-wing Knesset members
have been united in their

demands for new elections,

claiming that the prime minis-

ter. Mr Yitzhak Rabin, has no
mandate for making deals with
the PLO. Mr Benjamin Netany-
ahu. the Likud leader, urged
the government in yesterday’s

stormy Knesset debate to “go
to the people. Tell them the

truth."

Mr Peres’s cabinet col-

leagues, by contrast, have been
almost unanimous in their

delight at the foreign minis-

ter’s progress, many echoing
his own talk of a “major break-

through". Well aware that pub-

lic opinion here remains sensi-

tive to both the idea of
territorial compromise and
direct contacts with the PLO,
several ministers - including

Mr Rabin himself - have taken

pains to stress that the agree-

ments are not a harbinger of a

PLO state and that Israel will

not formally recognise the PLO
unless it renounces terrorism

and deletes various anti-Israeli

sections of its charter.

Almost two decades of gen-

eral elections have shown that

public opinion is divided
between those who regard
Israeli control of the territories

as crucial to its security and
those who believe the state can

only prosper once the Palestin-

ians are given self-rule. An
instant survey, conducted over-

night by the Yediot Ahronot
tabloid, showed that this divi-

sion persists, with 53 per cent

of those polled saying they sup-

port the “Gaza and Jericho

first” autonomy proposals, and
45 per cent against.

See Editorial Comment

Details of

draft

accord
• Self-role will begin first in

the occupied Gaza Strip and
West Bank town of Jericho,
where Palestinians will have
what Israel describes as full

autonomy. They will take over
most functions of the Israeli

military government including
internal security and policing.

• The principle of “early
empowerment" will apply to
the rest of the West Bank. Pal-

estinians will take control of
five spheres of daily life -
health, education, welfare,
tourism and culture - and per-

haps others, depending on the

outcome of negotiations.

• The Israeli army will rede-

ploy to agreed areas, with-

drawing from all Palestinian

population centres but remain-
ing to protect Jewish settle-

ments on the outskirts of Gaza
and Jericho.

• Israel will keep control of

the Gaza-Egypt border cross-

ing and the Allenby bridge near
Jericho, linking toe occupied
West Bank to Jordan.

• The status of Jerusalem,
which thwarted earlier talks on
self-rule, will be left to negotia-

tions on the permanent
arrangement for the occupied
territories, which will begin two
years after the signing of the

joint declaration of principles.

• Expanded authority over
Gaza and Jericho as well as
early empowerment in the rest

of the West Bank could be
implemented within weeks of

signing toe document on the

table at the lito round of Mid-
dle East peace talks, starting

today in Washington.
• Palestinians will elect a
council to administer self-rule

at least nine months after the

declaration of principles is

implemented.

• The seat of toe administra-

tive council will be in the West
Bank town of Bethlehem.
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Timex
By Robert Taylor,
Labour Correspondent

TIMEX UK, an offshoot of
Times Electronics of the US.
laces a legal challenge from its

dismissed workers after
announcing at the weekend the
closure of its circuit-board pro-
duction plant at Dundee in
eastern Scotland.

Mr Jimmy Airlie. national
officer for the Amalagmated
Engineering and Electrical
Union (AEEU) in Scotland,
said yesterday that the union
planned to take the company
to court and seek redundancy
payments and financial com-
pensation for its dismissed
workforce.

“It is an absolute scandal
that a company can provoke a
dispute to force its workers to

accept vastly inferior pay and
conditions or avoid the normal
costs of a plant closure, " he
said.

“It is time something was
done about situations like this.

Timex provides us with a test

faces court challenge on sackings
THE USE of secret strike
ballots has been an important
cause of the decline in

industrial conflict In Britain
over the past 10 years, says a
survey of negotiators from 25
trade anions representing
more *h«n 5m workers. It was
carried out by the Centre for

Economic Performance at the

London School of Economics.
Unions have been obliged
since 1984 to hold ballots

before calling strikes.

case." The union intends to
press the cases of the 343
Timex workers before indus-
trial tribunals with claims of
rmfafy rfigfnissa| The existing

pension rights of the Timex
workforce were safeguarded,
but none of those dismissed
last February will receive any
redundancy pay. The AEEU
has been taking legal advice
throughout the dispute.

Timex also went to court on
numerous occasions to safe-

guard its legal rights in the

face of what It saw as intimida-
tion and violence through
mass picketing.

However, the union has won
a number of judgments daring
the often fierce legal battles.

Only last week, Timex was
compelled to lodge £40,000 as
security in advance of any
compensation awards made by
industrial tribunals.

In a statement on Sunday,
Timex said it deeply regretted

closing its production facilities

in Dundee after 47 years. Local
strike leaders vowed to con-
tinue their campaign against
Timex by encouraging a global

boycott of its products.

Timex’s decision to hasten
closure reflects the bitterness

surrounding a dispute that pro-

duced some of the worst scenes
of picket line violence in

Britain for years.

The Timex workers were all

dismissed on February 18 when
they refused to support a man-
agement-imposed wage freeze.

A substitute workforce was
hired by Timex and blissed

into the plant through picket

lines.

• Almost half the people in

Britain who have jobs remain
concerned about the prospect

of becoming unemployed dur-

ing the next 12 months, says

the latest monthly survey on
redundancy commissioned for

the Financial Times and Indus-
trial Relations Services and
conducted by MORI, the poll-

ing organisation.

The findings indicate wide-

spread scepticism about the
strength of the economic
upturn. Last month 47 per cent
of the sample of 1,007 adults

said they were very or fairly

concerned at the risk ofjoining
the unemployed.

BRITISH ASSOCIATION FOR THE ADVANCEMENT OF SCIENCE

Progress in medicine ‘threatened’
Optimism ‘high

9
in

small companies
By Clive Cookson,
Science Editor

ANTI-SCIENCE feeling among
the public, politicians and
health policymakers is threat-

ening the advance of medical
sciences into “the most excit-

ing and productive phase in

their long history." Sir David
Weatherall. Regius Professor of
Medicine at Oxford University,

warned last night
He was making the presiden-

tial address to the annual
meeting of the British Associa-

tion for the Advancement of
Science at Keele University in

By Nuala Moran

PLANTS which take up toxic

metals as nutrients could be
used to clean contaminated
soils. The crop would then be
harvested and metal extracted

for recycling.

Professor Steven McGrath of
the Agricultural and Food
Research Council’s Institute of

the Midlands. “It would be a
tragedy if this mood of disillu-

sionment with the basic medi-
cal sciences, and science In
general, were to impede prog-

ress as we move into the next
millemum," he said.

Health policymakers were
taking an increasingly
short-term view of Improving
patient care. Sir David said.

They were also turning their

backs on research, as the
recent UK government policy

paper on the state health ser-

vice showed. “Research is

barely mentioned," Sir David
commented

Arable Crops Research
described the experimental
process - called green remedia-
tion - to the British Associa-

tion meeting.

His research team has tested

a number of plants for zinc

uptake on soils polluted by
heavy metals from London
sewage over 20 years. The most
efficient plant, alpine penny-

“In the resulting market-
place economy of some of our
teaching hospital trusts, it is

already clear that - presum-
ably because it poses a risk to

competitiveness - research is

going to be very low on the

agenda," he continued.

He believed the health
department's new research
strategy was founded on a feel-

ing that high-technology medi-
cine was having a dehumanis-
ing effect and that much more
effort should go into preven-

tive medicine and the needs of
individual patients.

“Because these changes are

cress, reduced zinc to accept-

able levels after nine crop-

pings. Prof McGrath said that

if intensive cultivation was
used, the same result could be
achieved in three years.

Existing methods of physical

and chemical treatment to

remove soil pollution are
expensive and also alter the
soil structure, leaving it

occurring at a time when soci-

ety is disillusioned with sci-

ence, and when support for

medical research is so limited,

there is a genuine danger that

the pendulum may swing too

far and that, in our new cus-

tomer-driven approach to medi-
cal research, the vital role of

the basic medical sciences may
be neglected."

Sir David said public disillu-

sionment with medical science

was due partly to a stream of

over-optimistic claims about
the speed with which research
breakthroughs would benefit

patients.

unsuitable for cultivation.

Using green remediation tech-

niques. a hectare of contami-

nated soil could be cleaned up
for £5.000, leaving it fertile,

whereas conventional treat-

ment costs £18.000 per hectare.

Prof McGrath suggests that

plants could be genetically

engineered to speed up the rate

of remediation.

By Daniel Green

SMALLER companies in
Britain are more confident of

economic recovery than their

counterparts in the rest of

Europe, a survey has found.

The suivey by 31, the invest-

ment capital group, and Cran-

fleld School of Management
found that while less Spanish
and German companies now
expect a decline in profitability

over the next six months
French and Italian businesses
have become more pessimistic

since the last survey six

months ago.

The different views are
reflected in investment plans

over (he next six months. UK
companies plan to spend more
on training, marketing and
research and development. The
number reporting an increase

in R&D has more than dou-
bled. In France, budgets are
falling in these areas and most
companies expect to cut their

training programmes
Professor Paul Burn of the

Cranfield School of Manage-
ment said: “UK companies are

anticipating recovery and are

doing things that, will contrib-

ute to it”

But he warned against com-
placency, pointing to differ-

ences in expectations on
prices. French companies
expect falling prices and low
wage increases while UK com-
panies envisage price rises and
Germany has the highest pro-

portion of companies expecting
wage rises.

A report today from National
Westminster ftapir says that

growth in the north of the UK
will match that in the south
over the next few years, thanks

to the manufacturing sector.

Mr David Kern. NatWesfs
chief economist, says: “Over
the period 1994 to 1998, I

expect growth to average 2.1

per cent [per year] in the
northern and southern UK
regions against 25 per cent in
central Britain."

He expects manufacturing
output to grow at an above-

average 35 per emit and that

northern and central Britain

will have an above-average
share of mannfairtmmg

Plants may clean contaminated land

Britain in brief

Major faces

pressure from
right wing
Three ministers are to speak
at meetings organised by Con-
servative Way Forward, a
Tbatcherfte group, during the
Tory party’s annual confer-
ence In October, intensifying

pressure on Mr John Major,
the prime minister, from the

right wing of bis party.

The group’s magazine
recently contained a vigorous

attack on Mr Major's leader-

ship from Lord Parkinson, a
former cabinet minister who is

now toe granp’s chairman.
Mr Peter IlUey, the social

security secretary, is the most
senior of the three ministers

who are to address the group.

The others are Mr Michael
Forsyth, a junior employment
minister, and Mr Nefl Hamil-
ton. a junior minJsier at the

trade and industry department
with responsibility for deregu-

lation. AD win speak on mat-
ters within their own responsi-

bilities.

Executive may
face new action
The Serious Fraud Office is to

consider a fresh prosecution of

Mr Michael Robinson, the for-

mer managing director of col-

lapsed mortgage broker Homes
Assured, after the conviction

of two of bis fellow directors

for fraudulent trading

The SFO, which handled
both the investigation and the

prosecution ‘ of Homes
Assured’s directors following
its collapse in 1989 owing
£l0.7m to creditors, -said it

would decide on the matter
within the paxt month.

The Department of Trade
and Industry may also restart

civil ar-Honi against seven for-

mer Homes Assured directors,

rnchiding sir Edward du Cairn,

a former Conservative party
chairman, to bar them from
holding directorships.

The Homes Assured trial

concluded on Saturday with
the conviction of MrAntlfony

Dobson, founder of tbe com-

pany that helped

ants to buv their properties,

|Sd Mr Keith Woodward, its

former finance director.

The two men were com™***

of trading white the company

^Solvent. Mr Dobson

also found guilty of two

cjjaiges of procuring the ewcu-

Hon of a security by deception,

and Mr Woodward was con-

ricted of furnishing false mfor-

Broader stance

against crime
POLICE AUTHORITIES will be

told to find ways of involving

the public in the fight against

crime Mr Michael Howard,

home secretary, said- IBs com-

ments came after a Gallup poll

in The Daily Telegraph

showed that three quarters of

those questioned thought vigi-

lante action was sometimes

justified.

The poll also found wide-

spread dissatisfaction with

aspects of the handling of

crime by the police and the

i-Hrrrinal justice system. “We
do not want vigilantes but we
do want vigilance,” Mr
Howard said on BBC radio.

Small bomb is

found in City
Terrorists breached the City of

London’s security ring and
planted what police called a

“small device” behind a hoard-

ing in Wormwood Street.

Police were alerted by a tele-

phone call from a man with an
Irish accent who used a recog-

nised code word. The bomb
squad carried out a controlled

explosion on Saturday and
there were no injuries.

The latest bomb attempt fol-

lows the creation last month of

vehicle checkpoints around the

City, and the blocking of many
roads into it, in response to

previous terrorist explosions.

Books lose out
The pleasure of reading is

declining among UK school-

children except in Scotland,

says a survey of 679 children

and 570 grandparents commis-
sioned by die Birds Eye frozen

food company.
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All foreign companies wishing to conduct
business in Russia need to register there. In
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Markets seek evidence of US
A BOSH of statistical and
survey (fata this week should
enable economists and inves-
tars to reappraise the state of™JJ®

bowery and establish
whether the Wall Street’s

^
ecg°t stren«tb is anchored in

ftmdamentals,
Markets will be on tenter-

hooto for Friday’s key employ-
ment data for August ai»hnn4

»

economists warn that the
unportant non-farm payrolls
figure may be inflated by tena-
ptmry summer hiring. Tomor-
row^ National Association, of
furehasing Managers’ survey
fa expected to point to only
moderate output growth as
manufacturers approach the
autumn, while a slight soften-
ing fa forecast in today's coo
sumer confidence index.
In Europe, attention will

Focus on France's unemploy-
ment report and whether the
expected poor outturn will
prompt the government of Mr
Edouard Balladur to exploit
the increased room for man-
oeuvre in the European Mone-
tary System and ease French
monetary conditions.
A quiet week is expected in

the UK with one bullish indica-
tor the MO narrow money fig-

ures on Friday are expected to
keep growing faster than the
government’s 0 to 4 per cent
monitoring range.

Unemployment

recovery
'Moh-finn P^iipBa, change on
.provtouamontfi fOQOt- •

400 .—r- -A

-100 '

Sores; DatBstnam
' 93 ^ig

The main economic statistics
and events of the week follow.
The figures in brackets are the
median of economists’ fore-
casts from MMS International
the financial information com-
pany.
Today: US,- Preliminary 2nd

quarter GDP (up L2 per cent),
GDP deflator (2.6 per cent),
after tax corporate profits;
August consumer confidence
(57.2), Chicago NAPM, farm
prices.

Japan, economic ministers
meeting; July housing starts
(up L8 per cent on year), con-
struction orders, construction
starts, industrial production
(down 0.1 per cent), shipments;
mid-August wholesale prices.

Canada, June real GDP at
factor cost (up 0.1 per cent on
month): 2nd quarter real GDP
(up Z5 per cent on quarter at
seasonally adjusted annual
rate), consumption (up 1.5 per
cent on quarter. SAAR). GDP
deflator (up 1.1 per cent on
quarter, SAAR), current
account (C$25.4bn deficit,
SAAR)

Switzerland, GATT Uruguay
Round negotiators meet in
Geneva.

Finland, July unemployment
rate (18.7 per cent).

Wednesday: US, July per-
sonal income (up 0.3 per cent),
personal consumption expendi-
ture (up 0.3 per cent), construc-
tion spending (up 0-2 per cent);
August NAPM index (50.0}
UK. purchasing managers'

index from Chartered Institute
of Purchasing and Supply (53
per cent); Halifax July house
price index; June overseas
travel and tourism; July
advance energy statistics.

Thursday: US, July factory
orders (down 1.8 per cent),
inventories; initial claims week
ended August 28 (333,000): state

benefits week to August 21;
money supply week ended
August 23 (M3 up $£8bn).
UK, August official reserves

(up $100m); cyclical indicators.

Australia, July retail trade
(up 0.4 per cent).

Friday. US, August non farm
payrolls tup 150.000). manufac-
turing payrolls (down 10,000).

hourly earnings (up 0.2 per
cent), unemployment rate (6.9

per cent), average workweek ;

July leading Indicators (down
0.1 per cent): August 21 - 31
auto sales (6.8m), truck sales.

Germany. August seasonally
adjusted unemployment (west
up 35,000), vacancies (west
down 3.000); July employment
(down 50,000).

UK, August M0 (up 0.4 per
cent on month, 5.4 per cent on
year); July final money supply;
family spending survey
1992.

Canada, August foreign
exchange reserves (down
$1.7bn).

Rest of the Week: Japan,
July current account and trade
balance.

Germany. July industrial
production (down 0.2 per cent
on month), manufacturing out-
put (flat); GFK July consumer
climate.

France, July unemployment
rate (11.7 per cent); May trade

balance (Fr5.5bn surplus).

Italy, June wholesale prices

(up 5.1 per cent on year), pro-

ducer prices (up 4 per cent);

August consumer prices (up 4.6

per cent)

FORECASTS vary sharply over
the interim results of HSBC
Holdings, the parent of Mid-
land Bank, to be announced
today. Pre-tax profit estimates
range from about £lbn to
about £1.3bti, both substan-
tially higher than last time's
£52lm.
Midland has already revealed

profits up at £385m f£60m) and
Hang Seng Bank has weighed
in with HKS2.75bn <HK$2-34bnj.

Some £200m from a favourable
HK dollar exchange rate will

also be included. The only pos-

sible black cloud could be Chi-

na's cooling economy.
Sun Alliance, the composite

insurance company, is expec-

ted to post a return to interim
pre-tax profits on Thursday of

£30m-£80m compared with a
loss of £114.1m a year earlier.

Rises in premium rates, falling

expenses and lower claims fre-

quency are behind the turn-

round. Sun Alliance's balance
sheet should also show a con-
siderable improvement follow-

ing the strong rise in the UK
equity market to which the
group is heavily exposed.
Bowater, the packaging and

industrial films group, is

expected to announce a strong
increase in interim pre-tax

profits from £62.4m to between
£S5m and £90m on Thursday.
Much of the rise is likely to be
accounted for by the contribu-

tion from Specialty Coatings
International the US coatings
company bought for $434m ear-

lier this year, although esti-

mates differ of how large this

contribution will be.

Analysts are hoping for evi-

dence from the company that

SCI has been Integrated into

the group and is performing
well. The interim dividend Is

forecast at 5p, from a restated
4.7p last year.

Analysts expect Ladbroke
Group to report a fall in pre-

tax profits for the first half on
Thursday. Last time’s profits
will be restated under FRS 3 to
about £8l.5m to account for

estimated hotel disposals and
this time forecasts range from
about £6Sm, if there is a higher
interest charge, to around
£74m. The one bright spot
should be UK racing. The
dividend should be held
at 4.92p.

Rolls-Royce, also reporting
on Thursday, is set to reveal

operating profits sharply lower
at about £30m (£44m), affected

by the conditions in the aero-

space and industrial power
markets. Including exceptiou-

als should result in flattish pre-
tax profits of about £20m.
Reckitt & Co I man, the mus-

tard-to-lavatory cleaner group,
is expected to show an increase
in interim pre-tax profits to
around £150m <£134.2mi when
it reports on Thursday. The
shares have been poor perform-
ers with worries about prices
squeezed by retailers, the slow-
down in the European econo-
mies. and longer term concerns
about the value of brands.
Bunnah Castro I is reporting

interim results the same day
and is expected to announce
net profits of between £44 ra

and £46m. The group's German
operations, which since April
have had a contribution from
Tribol, the industrial lubri-
cants bought from IC1 for
£31.7m. are going to be
watched carefully.

DIVIDEND & INTEREST PAYMENTS

Peter Norman

UK COMPANIES

TODAY
COMPANY MEETINGS:
Latham (James), Leeskfe Wharf,
Clapton, EL, 1230
Martina kxfaL, The Chartered
Accountants' HaB. Moorage Race,
E.O. 10.00
BOARD MEETINGS; .

Finals:

BeOwineb
ThragmrtnlOOOSmaBstCos
Interims:

Admiral
Crane Europe
Ferry Pickering

HSBC

Maefartew
Owen & Robinson
Rhino
Robinson Bros.
SevernBid ttowe
Simon Eng.

TOMORROW
COMPANY MEETINGS:
CJoyfaBhe, Naval & MMary Cub,
94 Piocadfly. W„ 12.00
DabanhamTawaon A Chbmocka,
Intercontinental HcrtaL 1 Hamilton
Ptooo. Hyde Park Comar, W. 11.00

DwSey Jerddns, 2A Southward
Bridge Office ViRage. Thole Sheet,

S.E., 1030
EveOraup, Mnster House, Plough
Lane, S.W., 1030
Starting Pubfishing, 15 Portland
Place. W.. 1000
BOARD MEETINGS:

'

Rnai:

Union Square
Interims;

Anglo Pacific Res.
Buford
Cafcferfaum

Coofcson
Courtatids Textiles
Dixon Motors
EngBah & Overseas Props.
INSTEM
bwargordon Platawe
Johnston Press
Page (Michael)

Persimmon
Plantsbrook
Provident Financial
Senior Ertg.

Waterford Wedgwood

THURSDAY SEPTEMBER 2
COMPANY MEETINGS:
Cartio, Post House, Near Wakefield.
4.00

Hadteigfi fnd&. Novate! Hotel,

Ipswich. 1.00
Prism Lafeufot The Registry, Royal

Mint Court, EC., 10.00
Slam Selective Growth Trust, The
Cazenove Conference Suite, 4 Kings
Arms Yard, EC., 10-30
Vega Group, Montague park Hotel,
12-20 Montague Street, Bloomsbury,
W.C.. 4.30
BOARD MEETINGS:
final:

tsotron

Interims:

American Trust
Aran Energy
Ashley Grp.
Bowater
Brnteb-Bomeo Potrim.
Burmah Castro!

Ladbroke
Microvitec
Northern Eng.
POT
Psion
Reckitt & Cotman
RoBs-Royce
Sun Alliance

Vickers
Yorkshire Food

Lane, W„ 12.00

Hobson, Hofiday Inn, Berkeley

Street, Piccadilly. W„ 10.00

Learmonth & Burchett
Management Systems, CBi
Conference Centre, Centre Point
103 New Oxford Street W.C.. 10.30

Victoria Carpet Green Street

Kidderminster, 3.00

Wessex Water, Assembly Rooms,
Barnett Street Bath. 11.00

BOARD MEETINGS:
Finals:

Black (Peter)

China & Eastern Inv.

Stavert Zigomala
Interims:

Laird

Plttencrieff

Outer

YESTERDAY
Amdahl Corp. SO.125
Sank ol Montred C$0.28
Commonwealth Bw* ol Australia

Nre. 1994 ECU437 5
Throgmanon Txl. O.fo

Company meetings are annual
general meetings unless otherwise

stated.

m FRIDAY SEPTEMBER 3
COMPANY MEETINGS:
Fletcher King, Straiten House,
Stratton Street W.. 12.00
GEC. The London t-tihon, 22 Park

Please note: Reports and accounts

are not normally available until

approximately six weeks after the

board meeting to approve the

preliminary results.

TODAY
ABrett Lon. Props IDWfa 1st Mtg Deb.
1334/99 £5.25
Auiomated Sec 596 Cv Rd PI 2£p
Bankers hw. Tsl 0 9p
Bank ol Nova Scoter Fug. Rate Sb. Cap.
Db. 2085 $177.6
Bank ol Scotland Und. Var. Rale No.
$1136
Barclays O'seaa Inv. BV 6% Gld. Bd.
1996 Y60000
Baring Trburla Inv. 1.7p
Berkeley 4.35p
BP Amer m.% Gld Nts 1994 A$1 11.25
Bradford & Blngtoy Bldg. Soc. Fttg. Rate
Nts. 1994 £156.16
Cambridge Water 9Y>% Rd Db *92/97

£1.51712
Charier Cons. ISp
Chase Manhattan FTtg. Rate Sb. Nts.

1997 $94.01
Chemical Bank Rtg. Rale Sb. Cap. Nts.

1994 £768
Chemical Banking Corp. Fttg. Rate Sen.
Nts. 1399 $4067
Colateralised Mortgage Sea (No. 5) Mtg.
Bkd. Rtg. Rate Nla. 2027 £14936
Do. (No. 71 Class Al Mtg. Bkd. Rtg. Rale
Nts. 2026 £80.56
Da Class A2 Mtg. Bkd. FUg. Rale Nts.

2028 Cl67.55
Do. Class A3 Mtg. Bkd. Fttg. Rate Nts.

2028 £170.15
Do iNa 9} Cum Al Mtg. Bkd Rtg. Rare
Nts. 2033 £33 62
Do. Class A2 Mtg. Bkd. Rtg. Rate Nta
2033 £167 55
Da Class A3 Mg. Bkd Fttg. Rate Nts.

2033 £169.37
Contra-Cycfccsl Inv. 2.2Sp
CuBens Hidgs. 0.5p
Danae Inv. Tat 4.575p
Derby Tst. 0J883p
Eastern Inti Inv Db *32/97 £3.962192
Ecclesiastical (race 13H Db 2018 QL5
Excaftbir 1 1 V4H Prf. 5.75p
FVm Chicago o'sects Bn. NV Old Fftg.

Rote Sb. Nts. 1994 S13&54
Fujitsu 4’*% Bd. 1994 (with wta.) $487.5
Da Bd 1994 Iwtthout wts.) *487

&

Gen. Motors Acceptance Corp. (X Canada
10% Nts. 1995 CS100
Gibbon Lyons 7% Cv Rd Pf 3Jp
Glasgow Inc. Tsl 0.6p
Gotorvths OJp

Great Western RnL $023
Halifax BUg. Sot Fttg. Rate Ln. Nts.

1996 £78.9
Do. FRg. Roto Ln. Nts. 1996 (Sers. A)
£26.93
Hi* Samuel fin. BV Rtg. Rote Nts. 1996
$271.25
Honda Motor 5W% Cv Bd 1998 $131.25
Da. 5Vi% Cv. Bd. 1997 S1375
IFG lR0_25p

mrercare a?p
Johnson 8 Rrth Brown 11% Un Ln '331

98E4.58
Kingfisher BY>% Cv Un Ln 2000 £2.88438
KJny UtOe Ip
Lloyds Bank Prim. Cap. Und Rt& Rate
Nts. ISera. 2} $92.36
Do. Prim. Cap. Und. Fttg. Rate Nts. (Sets.

3] $174.17
London 3 Assoc. Inv. O.S3p
Lon ft Sl Lawrence Inv. 5% (3M% net)

Pf. l.75p
Mitsui a S. K. Lines Rtg Rale Nts. 1997
Y94O10
Morgan GrenfeC Und Prim. Cap. Rtg
Rale. Nts. $190.52
Natl Westminster Bk 7% (4.9% net) Pf

2.45p
Do Pnm Cap Fttg Rale Nts Ser.C $90.71
Nauonwide Bldg. Soc. Rtg Rate Nts.

1996 2nd Sers. £26^3
Neste Oy Rtg Rate Nts 1994 £271.25
New Bonswick (Province of) Rtg Rale
Nts. 1994 CS13.85
New Zealand 9% Nla 1994 $900
NHL 11) Secs. Did lnL Mtg. Bkd Fttg
Rate Nts. 2028 £254.81
Nippon Telegraph & Telephone Corp.
KM* Nts. 1996 $10625
OUM Cm. Tst 4.3p

Ossory Ests 12»% Bds 1906 £16421.64
Parkland Textile 4.2*, PI. 2.1p
Prow trig 1-455-96 PI. 725p
Ragby Gtd Rtg Rate Nts 1997 $948021
Rowe Evans Jrtvs. 2p
Royal Bank of Canada Rtg Rate Debs
2005 ffwtng

RPH Un Ln '04/09 £225
Do. 9% Un Ln *99/04 £4.5

Sanwa Bank Sb Rtg Rate Nts 2000
5940.1

Sanyo Beet Rtg Rats Nts 1998 Y94Q1Q
Scott Plckfocd O.Sp

Second Marker Inv 2»96 Cv Un Ln 1994
£125
Selyu 7U% Cv. 8d 1998 £3625
Sphere Inv. Inc ft Res Cap 0.75p
Do. Share Package Uts. 6p
State Dev. InsSute 1-Mr% Gtd. Bd 2000
$525
Sumitomo Bank Inti. Fm- NV GttL Rtg
Rale Nts. 2006 $1943.96

Do. Gtd Rtg Rote Nts 2007 S194326
Temple Bar Inv. 6% Cv Un Ln 2002 £3
TGI Ip
31 11%% Gld Bd 1998 £112.5
3J InO BV Qd Rig Rats Nts 1994 C15.78
TMC P.LM.B.S. fihh Fin 2023 £99.33
Da 2030 £159.22

Do. Class A 2031 £137.53
Do. Class B 2031 £174.06
Tokyo Elect Power 8H% Nts 1998
$437.5
TR City ol London TsL l^3p
Do. 20% (14% net} PI. 7p
Do. 6% l-L2% nel) 1st PI £2,1

Do. 6% (4^% nob 2nd R 2.1 p
TR Far East Inc. Tst 7% Db '97/02 £3.5
TS8 Var Rate Sb. Nts. 2003 £18745
VMIers 11% CvUn Ln '94/97 5.5p
Wells Fargo Rtg Rate Sb Nts 2000
S46.67
Woolwich Bldg. Soc. Sb Rig Rale Nts
2001 £3614.1

TOMORROW
Aberdeen (Cr(y oQ lOJKRd 2011 £5.40
ATwnahsan IHF> $022
American Brands $0.4925
American General $0275
Asarco SD.10

Assoa British Foods 8.5p

Barclays Bk. Non-Cm S Pf SetA $0,556
Do. Sar.fi $03438
Da Ser.C 1 $0.4219
Da Ser.C? $0.1408
Do. C Units $0.5625
Da SenDI $0.4313
Do Ser.D2 $0.1437

Da D Units $0,575

Bridsh Syphon 2.5p
Brit Telecom Ra 8Vj% Gtd Nts 1994
EcuBS.O
Bumdene kws. 0.5p
Coventry Bldg. Scty. 12%% Und
Mandatortly Cv Sb Nts £60X25
Dart Group 2p

Surrey Water 7%% Rd Db 91/33
£3.625
Do. 10% Rd DO *97/99 £5l00
Elect ft Gen. Inv. 9% Db '89/94 £450
Euocopy O^p
Export-Import 0k. of Japan 8%% Gtd
Bd 1999 $431.25
Herring Ctavemouse Inv. 125p
Fleming Mercantile Inv. 3V5% Rd Db
'BQ/95 £1.75
Ford Molar S0.40
Gown $0.10
HaSfax Bldg. Scty. 12% P.I.B S. £3000.0
IncoSO.IO
Ingeraoll-Rand 50.175

Jessups Cv. Rd. PL 3-55p
Lon. (County ol) 2Yr% Core £0.625

Da 3% Cons. £0.75
Lonrho 2

p

Low & Banar 5% 1st Cm Pf 2.1p

Da 6% 2nd Cm Pf 2.1 p
Do. 515% 3rd Cm Pf 1.92Sp
Lucas tnds. 6'6% Cm 1st Pf 2J?75p
Metropolitan Water Board 3% B 1934/

2003 £1.60
Mexico IBVt Ln 2008 £8X5
Morgan Guaranty Tst. ol New York 12Vi%
Dep Nts 1993 L637500.0
Natl Home Loans Sec. Fng Rave nw
1995 SI.97

Oldtam Metropofiten Borcugt 11 25%
Rd 2010 £5.626
PS 03%% Dd £1.76

Da 315% 2nd Db. £1.75

River Plate 8 Gen Inv. 5% Cm Pf £1 75

SalnsOury (J1 8% bid Un Ln £4 00
Sanyo Sect 5.1% N» 1999 Y I3T750.8
Schneiders (S) 6% Cm Rd PI 2-1p
Slough Esia Cm Cv Rd Pf 4.l25p

South West Water I5.9p

Transcanada Pipelines 1B!*% Isl Mig
Bd 2007 BJ5p
Treasury 8%% Ln 1997 £4.375

Treasury 14M?% Ln 1094 £7.25
Union Carbide $0.1875

USUFE $0.30

THURSDAY SEFTQftBER 2

Countryside Praps. 1.4 Ip

Stokls 0.45p

FRIDAY SEPTEMBER 3
Aberiorth Smaller Co's Tst 2. ip
ANvtonh Sow Level Tst Inc 2.4p
Da Unite 2.4p
Bcelng $0.25

Ctevhithe l.75p

Debenham Tewrson & Chnks t .8p

EFM Japan Tsl 0.4p
GrBette $0.21

GN Great Nordic OK 12.0

tsatan 62% Nts 1999 Y820000 0
Ivory 5 Sbne 4.75p
Joseph (Ler^old) IXSp
LeUnvee! 10%-11’A% Stppd Im 1st Mig
Db 2012 C5.G25
Meyer Ml. 5.Bp
Royal Hotel 6.1% Bd 1997 Y6T0000.0
Suirge Hidgs. Ip
Thames Water 14.ip

Vega Group 1.86p

SUNDAY SEPTBIIBB1 5
Joseph (Leopold) 9M% Un Ln '97/02

£4.625

CONFERENCES & EXHIBITIONS CONTRACTS & TENDERS

SEPTEMBER 8/9

Auditing the D«aHng room
Training come dcsrgncJ spcdTicany for

inrcraal auditors and bank inspectors

charged with examining the on-going

aciiviiio of ibsir insliletion's Treasury

dealing operaikw - cash markets ami off-

balance sheet prodnets. £440 + VAT.

Lywond David inuraadorul Ltd.

Teh 0959 565820 Fax: 0959565821

LONDON

SEPTEMBER 12-14
Infomercial Taleshopping *93:

Europe and North America
WorkingTogether
The National lafamcrciai Marketing
Association (MMA) together with

AtWaUMng Age IntOTatioesI wifi present

a oxifcrcncc introducing senior North

American and European esecctwcs bom
the infomercial, relesboppiag and
nuibduTg industries to ituniw the future

irf IclcdRipieg .

Contact: Vivien Wallace. Lippin Wallace

071 630 5520
LONDON

SEPTEMBER 21/22
Introduction to Risk

Management
Training course covering derivative

markets. Currency options, FRAs,
Futures. Interest me swaps and related

products. For Corporate treasurers, bank

dealers, marketing executives, financial

controllers, systems and support

personnel. £440 + VAT.
Lywood David fntenteaona! Ltd.

Teh 0959 565820 Fax: 0959 565821

LONDON

SEPTEMBER 29 & 30
World Mobile Communications
The conference will look at mobile

cofitmumcatiate growth and technologies

together with (he challenge of developing

a mass market personal communica lions

system.

Enquiries: FmaociafTinies

Tel- 071-814 977D

Fax: 071-873 3975/3969

LONDON

SEPTEMBER 13
Critical Technologies for

Europe: The 4th European
Community Framework
programme for Research and
Development
Convened b\ The RIIA acd PREST
f Programme of Policy Research in

Ecpiaerl'.ag tiosece aad TectaologtfV

JEaqomcs. RiU Confcnax*^ The Roy"*!

Inv irate of Inicroariou*! AtEm, Chatham

Mui-u:, in Sf Jasaetfs Sqaare, London

SWiY4lT. TcL P71 >5‘, 570f>:

Fsx tries? 57io
LONDON

SEPTEMBER 26-29

Countertrade
Learn to structure nou-fradii ionat

transactions through case study business

simulations in either Alternative Finance

or Offsets. Residential coarse offered by

che Centre for Defence Economics.
University of Yofk in association with

Uni-Source Global Corporation. New
York. Enquiries: Barbara Boiler

Tel: 0904 4336W
Fax: 0904 432300

YORK

SEPT 30 & DEC 17

Benchmarking - Organisational

Performance & improvement
A practical one-day seminar/workshop,

lead by the authors of the Financial Times

OCTOBER 14
City of London Derivatives
Conference
To be opened by Dr Henry Kaufman this

Otyforom conference coven the markets,

tbeix regulation, maximising their benefits

and conirothng the risks. Central Banking

and The Centre tor the Study of Financial

Innovation. Swiss Bank Cotp, Arthur

Andersen and Frcshficlds sponsor.

Information: Marc Lee, Cttyfoinni Ltd

Td: 0225-466744

Fax: 0225-442903

LONDON

OCTOBER 14-15
EUROAID '93 Conference
European Community Aid for

Development
Aid Programme opportunities for EC
companies (40 billion ECU by 1999) in;

Africa, Caribbean, Pacific, Asia. Latin

America, Mediterranean, Central &
Exstem Europe and CIS. Contact: Soci&t

Gcn&ale de Developpcmmt SA.
Tet 32 2 5124636
Fax: +32 2 512 4653

BRUSSELS

Contact: SuHi BendeU, Services Ltd

Tet 0602 4S52S5

Fax: 0602 81 7137

BIRMINGHAM & LONDON

SEPTEMBER 27-30
FIRE ‘93

-flie Mitmul conference and exhibition for

die whole fire protection profession.

The Scottish Exhibition & Conference

Centre, Glasgow.

For Free exhibition admission tickets

cermet Jane Maicolro-Coe,

FMJ International Pubficarioas Ltd.

Tel: (0737) 768611

Fax:(0737)761685
GLASGOW

OCTOBER 4-5 & 6-7

Total Quality Management
The Right Way to ManageC
William E Conway
Bill Conway, the first Western CEO to

implement the Deming philosophy in the

West, will present his Right Way To
Manage Seminar. People of all levels can

learn from bis knowledge and turn

philosophy into practice. Mike GaDimore

& Associates Ltd.

Tfct (0521) 858Q5S Fax: (0621.1 850972

BIRMINGHAM

OCTOBER 14-15
Business Performance
Measurement Identifying and
managing the drivers of future
profitability

A major two-day International

management conference oo bow ami why
organisations art broadening their

performance measurement systems to

include drivers of future value such as

quality, customer service and hnman
rppfql

Contact: Business ImeUigeocc

Td: 081-544 1830 Fax: 081-544 9020

LONDON

SEPTEMBER 14

UK Cable, Telephony and

Finance
In-depth sonfercr.it or. opportunities,

competitive factors, ecoiwiaics and

marketing in the LK cable rod telephony

nhliatry. Areas in he asKii Leverage to

finance btrild. system consolidation.

rehrons libera 3 lion, residential aw1

hnooexi tektilxmv

CunteS )fc*= teBNWftW
Tri.(Tin WO fas: Crf-a? I 5715

LONDON

SEPTEMBER 27 - OCT. 1

Managing
for Continuous Improvement
First of three sessions to create internal

experts, giving the concepts, tools and

rednmpses needed to transform traditional

organisations into high performance

(Hganiotions.

Contact: Tennessee Associaies Ltd-

FREEPOST, Witney, Own
Tel: (0993)883633

Fax:(0993)882733
LONDON

OCTOBER 4 & 5
inside Saudi Arabia: Society,

Economy and Defence
Convened by The Royal Institute of

International Adairs. Sponsored ty Tke

Saudi-British Bank, British Petroleum anti

British Aerospace. To be held at Chatham

House. London. Enquiries: RiiA

Conferences, The Royal Institute of

tiucnmioaal Affairs, Chatham House, 10

St James's Square. London SWIY 4LE.

Tel: 071 957 5700; Fax: 071 957 5710

LONDON

OCTOBER 20
Manufacturing Matters

Conference & Exhibition

To raiae the voice of manufacturing and

examine the options far industry before

the new Budget. Speakers: Rl Hon John

Smith MP, Neil Johnson, Howard Davies,

Ian Gibson. Bill Jordan. Sir Alistair

Morion. Pendarefl Kent. Dr Ken Edwards.

QE II CENTRE Westminster

Information: Julia Vfobsbawn Associates

Teh 071 267 2565

LONDON

NOVEMBER 4-5

Mike Kami on New
management Strategies, New
Actions for New Times-
Revofution, Not Evolution I

Meet personally with Mike Kami—the
practical realist who will show yea bow to

be a winning competitor in this fast, fluid

and flexible global arena.

His credo:

Think revofuiion, not evolution.

Don't reform, transform!

Contact: Bill Ratuchcnbadi.

American Management Association

Tel: (2121 903-7932

Fat: (212) 713-1652

CANCUN

NOVEMBER 8-9

AHA's Global Finance

Executive Briefing
Explore the opportunities of competing in

geographically diverse markets. Leant the

intricacies and latest trends id global

finance from recognised authorities in

corporate finance, investment banking,

M&A, cross-bonier buyouts and financial

reorgancations.

Contact-. Bill Rauschcuhach,

American Management Association

Tel. (2L2| 903-7932

Fax: (212) 713-1652

NEW YORK

NOVEMBER 8-10

After the Recession - World

Commercial Aviation at the

Crossroads
The conference wilt focus on the great

changes that are taking place in the world

airline and acrospare Industry. The impact

of giobalbation and multilateralism will

be assessed as well as the manufacturers’

role ia meeting future aircraft demand.

Enquiries: Financial Tunes

Tel: 071-814 9770

Fax: 071-873 3075/3969

DUBAI

NOVEMBER 5-9

EXPO FOOD 93
Exhibition of food and drink. Reserved for

trade only,

For farther Information, please contact:

Fiera Milano, Largo Damodossolo I.

20145 Milan,

lei (+39 21 49971, fax (+39 2| 4997 7179

or in the UK;
OTSA Lid. lei 071 486 1951

MILAN

NOVEMBER 23-27
11th Rich & Mac
International exhibition of chemistry,

chemical equipment for analysis, research

test and biotechnology. Reserved tor trade

only.

Fur further information, please contact:

Fiera Milano, Largo Domodossola 1,

20145 Milan, td (+39 2) 49971.

fsx f+39 2) 4997 7179 or, in the UK:
OTSA Ltd. tel 07t 486 1951.

MILAN

UAMAD0 A UCITAC10N
UCITACI0N PUBUCA INTERNACIONAL N* 042/93

PR0CESS0 DE C0MPRA N» 0623/93

C0MPANIA DE SANEAMENT0 DEL PARANA - SANEPAR

B Gobiemo dd Estado de Parani ha redNdo del Banco Imerrudonal para

RecomoucdOn y Foments — BIRF, un prtsumo en tfvenas monedas equivalent

a USS 1 1 7.000.000,00 (Onto y dJeddete miBones de cWares} para ffnanclar

parte del coho dd "Programs de Sanaamemo AmMenoJ da Regfon

MeoopoBtana de Curfiftu — PROSAM” y h prevd que parte de los recurw del

prtaamo sea jdgnada a la reaBoddn de pages a efcctuanes con arregfo al corttrato

de nimWstro de equlpos para desobstniddn de sumlderos.

La Compailla de Saneamlento del Panni — SANEPAR, en lo sucesivo

denomhiada "el comprador" Invita a Udontes de paises miembros del Banco
Mundial — BIRF y Taiwan, China a presenter ofenasseftadas para el Kimlnlsiro de
eqtdpo para desobuniddn de sumldero clpo k-lOOO, [aboratorlo mhvil dotadode
medktor portitll de PH expeorofotometro de campo metfidor porritil de DQO
bancada y amUrios acoplados a d vehietdo automocor tfpo liirgdn, eqrxlpo de auto

vdccuo por uiritina, equipo complete para Ndrolacteamlemo en ri plaro de 45
•Sas de calendarlo.

Los Iktames caBflcados que esUn Intensados podrin obrener cnlormacldn

addonal e Inspeccionar los pOegos de Bcttacfon en las oflebus de la

Superintendenda de Proveemlento, a la Rua Abnirante Gon calves. 1385 —
Curttlba/PR - Brasa - td«fono (041) 222-4998 y 3Z2-2626, ramal 292, telex

(41)7402 y fax 554-1 232.

Los Bounces caQfcados que esite huensados podrin adquirir un )uego complete

de las pflegos de Rcluddn emre los dlas 30/08/93 y 14/10/93, mediame la

presentaefon del recto de pago de CR5 5.000,00 en U oflrina antes mendonada
desde 08KW boras, hasia 1 7-.30 horas.

Las ofertas serin reribldas por la Superintendenda de Proveemlento, a la Rua

Abnlrance Gom?»ves, 1 3B5 - Curitiba/PR - Brasil - leWfono 104

1

) 222-4998

y 322-2626, ramal 292, telex (4 1)7402 y fax 554-1232 haste las 09.-00 horas

del dla 15/10/93 o en la sesfon pOMca de apenura de las ofertas que serJ

reaRxada a las 09:00 horas del mEsmo dla en la mbma dreccldn anfba.

Pedldca de adaradones sobre los documemos de Ucitad6n pueden ter soddudos
hasa ef dla 07/10/93.
CURITIBA, 30/08193

STtWO SALES JACOB
Dfreoor Presldeme

SEPTEMBER IS

European Mctfte &
Commurticatiorta: Deals ana

Finance
. . r

«nte sad dral «u(iw
in Europe x mcJ.=- Sr.:eru:p«« *•»

trommunr.at iocs :rd=n-.s'ev co»««-g-
Finance aeras-.

?=**« aU-“w‘

SkkA vrn^-w. J-4=ac=5

media reduuinioev Oo* Lajaa

Mcda. L-d

SEPTEMBER 28/29

Practical deaflng course-

Moneyroaricet
Traditional cash market dealing - nsx

idenliftcarioa and cvahtalioo. produce

pricing, position management - with

opportunities to lesl theories learnt io

dealing simulation and other practical

exercises. For Corporate treasurers and

bank dealers. £440 + VAT.

Lywood David lmemattonal Lid.

Tel: 0959 56SS20

Fax: 0959 565821

SEPTEMBER 17

Marttetinfl & Sponsoring

r-55sSft*te( --rsM Ut. -V: pnee w par nad w* »

me+.a. :cch=S
«' ue

uvrtJcncE sie.'lite ‘~'-c
rv,» 72SOM TO &* 72.

Fjchbgh^-t; 7S1-” “9^

Fee IJ>vpON

SEPT 29/30 & OCT 1

Tfte Heafth of Nations 1333

Health of Nations: Demand, Cost &
Efficiency on policy isaies and

providers, »uppli«*
“J

5

Watson. Rolf Krebs and Lady Qimbeoege

address this international conference

sponsored by The Watt Siree. Jonrnrt

Ernopc. medieal.

esn bodies, conanftandcs and banks.

Intonnairon: Gtyforom Ltd

Tel: 0225-166744

F3K 0Z25-U29OS
epumbQRGH

OCTOBER 11 & 12
Opportunities for Trade and
investment in the Russian and
CfS Gas Industry
The 2nd Annual Russian Gas Conference.

Convened by The RIIA, in association

with The Centre for Foreign favestment

Privatisation, Moscow, Petroleum

Intelligence Weekly and Russian Strategic

Services Ltd. Enquiries: RIIA
Conferences, The Royal Institute of

International Affairs. Chatham House, (0

Sl James’s Square, London SWIY 4LE
Tel: 071 9575700;

Faw 071 957 5710
LONDON

NOVEMBER 16 & 17
World Electricity

The aim of the meeting, the seventh in an

annual series, is to provide s high-level

forum to discuss issues of concern to

electricity utilities and review

dcvcfopaKOts in s number of key markets.

Enquiries; Financial Times

Tel: 071 614 9770

Fax: 071 873 3975/3969

LONDON

NOVEMBER 5-9

EXPO MARKET 93
Exhibition of equipment, technology and
servtces.for erode companies. Reserved foe

trade only.

For further information, please contact:

Fiera Milano, Largo Domodossola I,

20145 Milan, tel (+39 21 4997

L

fax (+39 2) 4997 7179 or in the

UK: OTSA Ud, tel 071 486 1951

MILAN

NOVEMBER 23-27
BIAS 33
International exhibition of automation,

robotics and microelectronics. Reserved

for trade only.

For further information, please contact:

Fiera Milano. Largo Domodossola I,

20145 Milan, tsl (+39 2) 49971.

fax (+39 2) 4997 7179 or.

in the UK: OTSA Ltd. tel 071 486 1951.

MILAN

LEGAL
NOTICES

INTERNATIONAL

OCTOBER 12&13
Retailing in the 90s
Tbe aim of the meeting is to provide a

high-level forum to review the

opportunities and challenges lacing the

industry, consider partnerships and

customer needs as well as performance

and profitability

Enqaigcm Financial Times

Tel: 071-814 9770

Fox: P71-873 3975/3969
LONDON

SEPTEMBER 8 & 9
Worid Motor
Timed to coincide with the Frankfurt

Motor Show, this biennial meeting will

focus on challenges and opportunities

facing European, US and Japanese motor

manufacturers and examine how the

industry is responding to the correct

economic climate.

Enquiries; Financial Times

TeL 071-614 97TO
Fax: 071-873 3975/3969

FRANKFURT

NOVEMBER 5-8

EXPO TOUR 83
Exhibition of equipment, technology and

services for the tourist trade. Reserved for

trade only.

For farther information, please contact:

Fiera Milano, Largo Domodossola 1.

20145 Milan,

tell+39 2| 49971.

fax f+39 2149977179
or in the UK: OTSA Ltd, tel 071 486 1951

MILAN

NOVEMBER 25 & 26
Global Panel Maastricht
Patterns of a changing world. An
international conference, on new
challenges racing tbe global business
community. Including plenary sessions,

working luncheons ami parallel sessions.

Tbe principle issnes: Economy Today, A
world of MegJcompelliion, Peace and

Security.

Enquiries: ERC. Vlunfingen

tet +31-10234 01 55

fax: +31-10 460 49OT

MAASTRICHT

THE ROYAL BANK OFCANADA
U.S. S3S0.000.00O Floating Raw

Debentures due 2005

In accordance with the Terms and
Conditions of the Debentures, the

interest raw tor the period 31st August
1393 to 30th September, 1933 has

been fixed « 3U% per annum.

On 30th September. 1993 interest of

U.S. S2.708333 per U.S. $1,000 nominal

amount of the debentures wfl be

due for payment The rate of interest

for the period commencing 30th

September, 1990 will be determined on
28th September, 1393.

Agent Sank and
Principal Paving Agent
ROYAL DANK of CANADA
EUROPE LIMITED

SEPTEMBER 22-24
Intermedia Europe 1993
Tbe third European Conference and
Exhibition on Multimedia and CD-ROM.
ekes place in Wiesbaden, Germany.

Por more information, please contact

Reed Exhibition Companies, Dtaeldorf

Tel:-+49-2 1 1-556281

Fax:-+49-2t 1-556231

WIESBADEN

NOVEMBER 5-9

EXPO VIP 93
Exhibition of products, equipment and
facilities for high class restaurants.

Reserved for trade only.

For further information, please contact:
Fiera Milano, Largo Donrodoasola 1,

20145 Milan,

tel (+39 2) 49971. fax (+39 2) 4997 7179

or. in ihe UK:
OTSA Ltd. lel 071 486 1951

MILAN

NOVEMBER 29-30
"Sub-Saharan Oil & Minerals”
Min tetr rial level speakers from most Sub-

Saharan countries. A major investment

conference co-hosted by Europe Energy
Environment. Gabonese Ministry of

Mines & Energy, Sonangol & S.A.

Chamber of Mines. For derails contact:

Elina ftxbiiou, EEE Lid.

Td 44-71-493 49 IS Fa* 44-71-355 1415

CAPETOWN

MOTORS

TO ADVERTISE in THiS SECTION PLEASE CALL ALISON PRIN ON 071 407 5752

SAAB IN

WARWICKSHIRE
The full range of new
Saabs and probably the

largest selection of

superior used Saabs in the

Midlands. Lime Garages

Ltd, Royal Leamington Spa.

Tel: 0926 423221.

APPOINTMENTS
ADVERTISING
appears every

Wednesday & Thursday
[International& Friday (Intemationj

edition only)

For furtherinformation

plaase call:

Andrew Skarzynski

on 071-873 3607

Mark Hall-Smith

on 071-873 3460

Tricia Strong

on 071-873 3199

JoAnn Gredell - New
York

212 752 4500

Philip Wrigiey

071 873 3351

Rachel Hicks

071 873 4798

Clare Peasnell

071 873 4027
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MANAGEMENT: THE GROWING BUSINESS

suffered acts of deliberate
vandalism to the shop or Its

property.

Many companies using personal details of individuals are breaking the law by failing to register

their activities with the Data Protection Registrar, reports Michael Cassell

Cautious times for
entrepreneurs Don’t fall foul of [

Focusing on UK
ethnic communities
The bulk of small business
research work in the UK has been
focused on Asians and West
Indians.

However, besides Bangladeshis
and Afro-Caribbeans, a new study
on ethnic enterprise and the high
street bank includes interviews
with Greek-Cypriots.
The authors of the report* -

James Curran and Robert
Blackburn of Kingston University
- point out that Greek-Cypriots
are the longest established of
the UK minorities and have the

most diverse pattern of
ownership.

Their businesses are the largest,

and the most likely to have
broken out of the ethnic market
The report is generally sceptical

about the Importance of ethnic

communities as alternative

sources of finance.

It says that the Greek-Cyprlots
are the most frequent users of

bank advice, have expanded their

businesses more than the other

two minorities, and are likely

to perform similarly to

white-owned firms.
*Availablefirm Small Business

Research Centre, Kingston

University, Kingston Hill, Surrey,

KT2 7LB. Price £40 inc p&p.

Shopkeepers fall

victim to crime

The risks for small shopkeepers
from violent crime in some parts

of Britain have been highlighted

by researchers at the University

of Sheffield.

A total of 92 shopkeepers In

one part of London and 70
shopkeepers in part of a large

Midlands city were interviewed,

among them newsagents,

off-licences, grocery stores and
small supermarkets.
In the London area a quarter

of respondents had been the
victim of a robbery or attempted
robbery (with a knife or gnn/
imitation gun) in the past 12

months.
In the Midlands area, the figure

was 17 per cent.

Some 24 per cent ofLondon
shopkeepers and 34 per cent of
Midlands shopkeepers had

Owner-managed businesses
appear to be optimistic about
their future, but would-be
entrepreneurs appear to be more
cautious.

That is the impression given

in this month's Touche Ross
survey of owner-managed
businesses and National
Westminster Bank's latest

quarterly start-up index.

According to Touche Ross, 74
per cent of respondents are

anticipating a positive growth
in turnover over the next 12

months.
This confidence is backed up

by unproved sales and order
levels in the last quarter at more
than half the 197 businesses
polled.

Most promisingly 43 per cent

axe anticipating increasing staff

over the next year, compared with

9 per cent expecting to reduce
them and the remainder
expecting no change.
NatWesfs figures, meanwhile,

show that the number of small
business start-ups In the second
quarter of 1993 - around 90,000
- showed a slight dip on the

95,000 estimated for the first

quarter.

However, the six-month total

of 185,000 was the same as that

for the second half of 1992,

“New, small-business owners
are thinking very carefully about
the commitments they are

prepared to take on, especially

when other people’s livelihoods

are at risk as well as their own”,
according to Jane Bradford, who
is head of small business services

at NatWest.
“On average they spend nearly

eight months planning their

business venture before they
actually start up”.

computer data
r

••

\.:.m

Do you own a computer ‘v --fNO
or Is ytx* business

'

:
'fr’Sg

tatormatkxi kcpton
someone etea's computer?

You don't neodtaregsrcr-

,

e»«ctoniyaw®fs,a I

sitemaflon heM or _
processed an computer

I
t may be the last message that
the thousands of small UK
businesses struggling to sur-

vive want to hear. But there Is

an excellent chance they are com-
mitting a criminal offence each
time they switch on their computer
terminals.

The reason is they are ignoring,

or are not even aware of. their

obligations under the Data
Protection Act 1964.

The legislation was the first in

the UK to address the use or
potential misuse of computers. Nine
years on, enormous confusion and
uncertainty surrounds its workings.

Under the act, which does not

cover information held and
processed manually, organisations

using data about people are
required to register details of their

activities and to adhere to a code of

good practice.

The same applies to computer
agencies which might handle the

data for them.

Any organisation which fails to

register - it costs £75 for three

years - or does so and then breaks

the code can face fines of up to

£5.000 in a magistrates court.

Unlimited fines apply in higher

protection is made more difficult

because who is and who is not
covered by the legislation often

remains unclear.

Even Eric Howe, the Data
Protection Registrar, acknowledges
he has found no satisfactory or
reliable way of establishing exactly

the number of data users who
.Qhmiiri be on his books.

Howe, who is an independent
officer reporting directly to

parliament, says he recognises the
complexities involved in
interpreting the act and in
analysing the diversity of situations

in which it can apply. He has only
100 staff and limited finances to

enforce the legislation throughout
the UK.
Small wonder then that the most

unsuspecting eanrilriatoB have faiipn

foul of the law.

In one recent case, a local

newsagent's shop found itself on
the receiving end of an official visit,

following a formal complaint from a
local customer that a computer
screen on full display was
broadcasting the names and
addresses of some of its customers,
many of whom were elderly and
vulnerable

The NAO believes that the total

may be considerably higher.

A further problem is that
organisations are failing to
re-register after the initial three
years.

The registrar has consequently

concentrated resources on this area.

In doing so, however, and because

of limited resources, other areas

have failed to be adequately
monitored, resulting In the growing
number of qualifying companies
which have yet to make a first

registration.

Howe believes that one-third of

all small companies are unaware of

their statutory obligation to register

and more than two-thirds of all

small businesses are believed to

have no idea about the obligations

which are imposed upon them as a
result of the legislation.

Does aw of your
cornpurar-tie»d information

uontefc details relating to

Bvtng hdMduate?

The Act
does not apply «>

You do not need

to register

la thb personal
Uun nation

of a sanative
nature?

TM5 Is not important

Personal InfafniaMon can

he asMe as a name
and address

Are you confident you
fiAy understand Ihe wry

Smfted exemptions
to registration?

Contact the

Data Protection

tor advice

T
here is clear need for

government departments
and other public bodies to

maintain the confiden-
tiality of personal information on
their files. The same arguably goes

for the police, local authorities,

educational centres and
professional organisations. Less
obvious perhaps is the requirement
for smaller businesses - from travel

agents, employment bureaux and
ticket agencies - to register.

According to the registrar’s office,

the general guideline is that
“anyone holding information about
living individuals on computer is a
date user and therefore needs to

register.

“The Information in question
need not be particularly sensitive

and it can be as little as a name and
address".

Howe says: The act as it stands
makes no particular allowance fin:

small businesses. It requires every
organisation to register and comply
in exactly the same way, regardless

of size or type of business."

In an attempt to improve on the

general lack of awareness of
registration requirements among
small companies, a new information

pack and free video designed to

explain the act has just been
produced.

There are exemptions for some
types of data handlers but they are

Who is and who is not covered by the
legislation often remains unclear. Even Eric

Howe, the Data Protection Registrar,

acknowledges he has found no satisfactory

or reliable way of establishing the number
of data users who should be on his books

A helping hand for
overseas traders

North Yorkshire Training and
Enterprise Council (TEC) has just

launched a pilot service to help

20 small and medium-sized
businesses increase their exports.

The first stage is a half-day’s free

consultancy to produce an export

action plan.

The second part is a heavily

subsidised place on a trade

mission to selected European
countries to make contacts and
accompanied visits to selected

international trade fairs.

courts.

More than 100 companies and
individuals Save so far been
prosecuted.

Under the legislation, private

individuals have the right of access

to information held about them and
can demand compensation for any
damage or distress arising from the

storage of inaccurate data or from
unauthorised disclosure of the
information.

The potential for financial

penalties arising from
non-compliance, is therefore
immense.
The enforcement of data

The business was told to register

under the act; the computer was
immediately moved out of sight

In another example, a ticket

agency was fined £250 with costs

after a customer who had
purchased cinema tickets then
received unsolicited mall from a
third party.

The agency had sold on
customers' personal information.

A recent report from the National

Audit Office, the public spending
watchdog, said that as many as

100,000 data users who should be
registered under the act have not
done so.

1

Areyoustra
j

you are fuffy covered
by one of ;

ftaenacnpfcre? 1

You probably

& need to register.

Contact the Data Protection

Registrar's Office tor

further (ntomtaikMi arid

registration forms

You probably .

.

do not need to register

unfesayotr use of personal

data (Sianges

immmr:

r® :

i: iiij i j :i

very narrow and subject to strict

conditions.

Registration may not be
necessary if, for example, the
information is used only for

calculating wages and pensions or

for keeping accounts. Sports or
recreational clubs which do not
have limited company status are
also exempt
The best advice for small

organisations ensure as to whether
they qualify or not is to register

anyway.
Once businesses are on the

registrar's books, the code of good

practice demands that they adhere

to a list of guiding principles.

The guidance Includes obtaining

and processing information “fairly

and lawfully”, keeping it safe and
up4o4ate and not holding it any
longer than is necessary.

An information pack tailored for

the small business is available from
the registrar’s office at Wycliffe

House, Water lane, WUmstota, SK9
SAP.
Individual advice can also he

obtained from Richard Aasell, the

small business officer at the same
address-

First Bank System, Inc.

USS200.000.000

Subordinated floating

rate notes due 2010

Notice is hereby given that for

the interest period 31 August

1993 to 30 November 1993 the

notes will carry an interest rate

of5.25% perannum and that

the interest payable on the

relevant interest payment date

30 November 1993 tvill amount
to USS 132. 71 per USS 10.000

note and US$3,317.71 per

US$250,000 note.

Agent: Morgan Guaranty
Trust Company

JPMorgan

Morgan Grenfell

Group pic

U5S200.000.000

Undated primary capital

floating rate notes

For the interestperiod31
August 1993 to 28 February
1994 the rate of interest will

be 3.8125% per annum.

The interest payable on 28
February 199-1 will be
US$191 68perUSSI0.000
note and USS4. 792. 10 per

US$250,000 note.

Agent: Morgan Guaranty
Trust Company

JPMorgan

LEGAL NOTICES BUSINESSES WANTED

Wells Fargo & Company

USS200,000,000

Floating rate subordinated

notes due 2000

In accordance utilh the

provisions ofthe notes, notice

is hereby given that for the

interest period 31 August 1993

to 30 September 1993 the notes

will cany an interest rate of

5.25% perannum. Interest

payable on the relevant

interest payment date 30
September 1993 will amount
to USS43. 75 per US$10. 000 note

and US$218.75 per US$50,000

note.

TSB Hill Samuel Bank
Holding Company Pic

iFormoriy HIU Samuel Group ptc)

USS30.000.000

Floating rate notes due 1996

For the interest period from

31 August 1993 to 28 February

1994 the notes will cany an
interest rate of5.25% per
annum Interest payable on
28 February 199-1 against

Coupon No20 will be US$263.96.

Agent: Morgan Guaranty
Trust Company

JPMorgan

Tliu *Jvertbcnk.ni u issued in compliance with (he nrgulitMns of dr Loadua Slock
Exchange li does am comunaf an offer or lovttauaa to any person to subscribe for or
purchase any securities in ivory A Suae EnterpriseCapital pCe. Application has been made M
be London Slock Exchange fur ibe adnusstan K> the Official Lirtot rbc or Ibc Ordinary
Shares. Convertible Unsecured Loan Stock: 3000 and Warrants issued and ro be issued by
Ivory A Simc Enterprise Capital pic. It is expected that admission to the Official List ®ii1

become effective and that dealings vrifl commence on Friday I70i September. t99J.

UNITED STA~
SOUTHERN I CTOF NEWYORK

IVORY & SIME ENTERPRISE CAPITAL pic
IIncorporated in Scotland tinder the Companies Act [OSS, Registered Number 14543 1

1

Introduction to (he Official List

sponsored by
Barclays dr Zaete Wedd Limited

of Ordinary Shares.
Convertible Unsecured Loan Suck 200)

and Wtarana
in cunnuciuti with die proposed capital reorganisation of

The lodcpeadeni Investment Company. PLC
by way of a

Scheme of Arrangement
(under Section 425 of the Companies Act 1985)

SHARK CAPITAL, STOCK AND WARRANTS

TOWERS FINANCIAL CORPORATION,
TOWERS HEALTHCARERECEIVABLES FUNDING CORPORATION,
TOWERS HEALTHCARE RECEIVABLES FUNDING CORPORATION Q,
TOWERS HEALTHCARE RECEIVABLES FUNDING CORPORATION HZ,
TOWERS HEALTHCARE RECEIVABLES FUNDINGOORFOIMnON IV,
TOWERS HEALTHCARE RECEIVABLES FUNDING CORPORATION V,
TOWERS LEASING CORPORATION,
TOWERS COLLECTION SERVICE, INC,
TOWERS CREDIT CORPORATION,
TOWERS DIVERSIFIED CORPORATION,
TOWERS ORGANIZATION, INC, and
TFC FUNDING CORPORATION,

Debtors. j

O A well estaWi&lratf volucre
presswork subcontractor and
abwtmeU fabricator

O WeB financed

Chapter 1

1

Case No.
XMMUSB
mj

O EweSant profit record

O BS5750 approved

to acquire computes or tnuMeues
wttichwouMMeafly bm some of tin

taintingamong:
O be volume orientated

O bom Mae city customers

o bare retocatabte manufacture

O tore 8m potential to dorntmta a

niche market

WO ban araUabto up to £2 raBan. Plow write ter:

Bex BI447, BUmcMTIm*, Use SMflwsdrWdpe, Untaasei SHL

NOTICE OF LAST DATE FORTHE FILING OF OFFICE
ITTTT

ItMued and to br
Authorised Ifwl futhpaid
130.000.000 in avdhory dares of 25p each 1*1

£50.000 in redeemable preference shares of 2Sp each £50.000

Nine <-n The number of OnDiiafy Shoes to be issued praam to the Scheme will be
dnetmiml as at the EAV Reference Date las defined in the listmg paetxatan) by reficrewc to
formula, details of which are set out in the Idling particulars.

The nominal ommmi of Convertible Unsecured boon Stock 2000 wad foe number uf Womans
to be issued pursuant to the Scheme will be determined as at the FAY Reference Date on die
hasai of formulae. the details of which are ret oat in the Idling particulars.

Ivory & Sane Enterprise Capital pic a a new limited UC investment uun which will be
nunagal by Ivory A Sim: pic. The investment objective uf foe company is » provide capital
prowtfa riXYiugh investments in venture capiol oppuraitities m the 1'iuted Kingdom and North

vviliLHii

BANKRUPT
STOCK

Quality Office and
Systems Furniture

Successful Compute! Services

Company wishes to acquire
similar business with strong
preference for contract
hardware mamtenancc.

Write to Bar B1378,
FinancialTimes, OneSouthwark

Bridge, London SEI 9HL

Ccjne* of die listii^ particulars may be obtained during normal business hours (excluding
SaButbys sad public hofaiaysi op to jml indndoig 2nd September. 19V3 from The Company
Announcemenu Office. The London Stock Exchange. The Stock Exchange Tower. Cupel
Court Entrance. Off Bartholomew Lane. London EG!, (by cuHccbni only) and up to and
including 14th September. ISM3 from:

27.000 sq ft warehouse
packed to the rafters.

50% to be cleared this week

COMPUCERHARDWARE
MAIPmSNANCE COMPANY

Ivory A Stair pic

One Chorionc Squan
Edinburgh ElC 4D>

Barclays de Arete Wedd Limned
Ebbgue House
2 Swan Lone

London KMR 7TS

wmmm
Tel: 081-743 2100
Fax: 081-749 9500

Supporting Unix or Network based
equipment with an annual contract
rereooo in excess of £250,000.

Principals only write bn

Box B1366, Finaadal Times,
OM Somhwadc Bridge. London SEI 9HL

31 s Attgurt. 1993

*
Agent: Morgan Guaranty
Trust Company

JPMorgan

Neste Oy

US* 100,000,000
Floating rate notes

due 1994

In accordance with the

provisions of the notes, notice

is hereby given that for the

interest period from 31 August
1993 to 28 February 1994 the

rate of tnferesf will be 5.25%
perannum. The interest

payable on the 23 February
1994 will be USS263. 96 for

each USS/0.000 principal
amount of die notes.

Agent: Morgan Guaranty
Trust Company

JPMorgan

The Kingdom oi

Denmark

US* 1.000.000,000

Floating rate notes

due 1996

In accordance with the
provisions ofthe notes, notice

is hereby given that ftw the

interest period fmm 31 August
1993 to 23 February 1994 the
rare of Interest on the notes
will be 3. 1875% per annum.
The interestpayable on the
relevant interest payment
date 23 February 1994 wilt be
US$160.26per USS 10,000
note and USS4.006.5t per
USS250.000 note

Agent: Morgan Guaranty
Trust Company

JPMorgan

Notice to Holders of

Avis, Inc.

5)4% Exchangeable
Subordinated Debentures due 2002

In .icconlancc with die Debcnpire Aired I2rh November, 1987 with
respect to the above captioned Debentures, notice is hereby given
that any outstanding Debentures may he redeemed, at the option of
rhe holder, on 12th November, 1^3 at 143.25% of the principal
amount of such Debentures, plus accrued interest to the redemption
date. The Debentures nj be redeemed must be received (together in
the case of Bearer Debentures, with nil coupons maturing alter the
redemption date- actachedj with written notice subtrentially in the
form available from the Paying Agents, duly completed at the office of
one ofthe Paying Agentson or before 1 2th October, W3 but notpnor
to 12th September, 199J.

Paying Agents

Bonkers Trust Company
1 Apfvld Street

Biuidgate
London EC’A 2HE

England

Banque Indcrxuc: Luxembourg
39 AllCv Scheffer

L-2520 Luxembourg

Swiss Bank Corporation
1 Acschenvor>iudt

CH-4002 Basic

SwirzcrLind

VI BankersTrustU Company,NewYork as Trustee

MitAutjw, IW1

MINISTRY OF PRIVATISATION
REPUBLIC OF POLAND

The Minister of Privatisation acting on behalf of the State
Treasury in accordance with the Privatisation Law (Article 23 13
July 1990) invites interested parties to submit expression of
interest for the acquisition of minimum 10% of shares in

BUSINESSES FOR SALE

ZPCSANSA.
BISCUIT MANUFACTURER

The company fa located in Jaroslaw in the south-eastern oart ofPoland and manufactures biscuits. The companylmSovJ l tm
people and bad sales of 304 bln Pzl in 1992. .

P10** 1100

In accordance with the Privatisation Law (Article 243 un *„w
££Sw

«:L
be offmd “ ,be 4SS£?5
b dbvcbd to **egic invest iateresttd a

Submission of expression of interest should be bv fire roin,.-- -
weeks of the date of oublicatinn nf *h;- "ZZL?*. wWun ^
signing a Letter of Confidentiality the potential investor*

k

r

the tight to visit the company. Within ten weeks^ advertisement. potentiJu^o^^f °f
provided with an information memorandum. WhhlTV^L.

1
.

thereafterthey should present their indicative offer
secies

The Minister of Privatisation reserves the ri*h»
favitation and not to trice up negotiations witfa^urivSi^SL

lhis

Please submit your wntten proposals by fax to:

smng reas°aa-

FOR SALE
South Manchester based

Cleaning company. Long established with excellent potential growth.

.

Grass profit in excess £500K.

Andre Mieizwa.
Privatisation Sendees

Central Europe Trust
Fax: (48-22) 21 75 73

Write to Bax BI453, Financial Tima, "OneSouthmark Bridge,

London SB19BL
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BUSINESS opportunities

OIL AND gas industry
STRATEGIC alliance sought

intcor^H
a“y„TTU

?
,iU,

.t
nS a profile market position supplying

ofS!w^la,
!
lCal/Cle

J
C’ riclI;i,lsl^amc',1 system packages to

CT,iia i.ii -_JL,?
,a C°ns,dcr stratc^c aUiaace/amalgamalion withSe*«K r"“r f *“^8 «nd ^«8“> «o Sfce advantage

T/o”q i^6peC,S for Browth in the U.K. and oversea!t/u. E2 -3M, enquiry prospect list: £20M.
Write Bos B14S l. Financial Times,

One Southwark Bridge. London SEI 9HL

eM.SSM.NT FOR SALE
The Company BMP Trading GmbH & Co, KG Germany sails

Delivery conditions: FOB port Constantsa - Romania.
For further details please contact
BMP Moscow - Russia
Tel: (095) 213.42.00; 213.04.83; 213.24 07
Tel/Fax: (095) 21355.05

BUSINESSES FOR SALE

V hirlpool tmcmninaal are looking

H ,or wholesalers all over me

j
world. Wt fabricate and
develop the most unique

® whirlpools, bathtubs and

L Aquaparks. We can offer you

p the exclusive right in your
country. Interested? Telefax

° y*wr name and address to *45

O 59 44 b0 69 and we will send

L the material by (Boil to you.

IWTERNATIQRAIi

Trulv Outstanding
Investment
OpposTUNm-

.

Investments accepted in ranches of
£15K returning within and during

four yeai^ on conservative

calculations £S0K per Ranch
together with further return of

£25K an completion.

Fall details write toBarB1452,
Fiamcud Times. One Southwark

Bridge, London SEI 9HL
orFAX: 074755665

Leblon Sales
Corporation

a U.S. Virgin Islands Corporation,
may be available to enter itrlo

leasing transactions, as lessor,
with rasped to U.S- manufactured
property to be used outside the
U S. IT interested, please contact
the company at

Leblon Safes Corporation
c/o CSco St. Thomas. Inc.

SKronprindsonsGade
ChartoHe Amate

Sl Thomas. UJS.V.l.

PFI international, Inc.

a Guam Corporatioe, may be
available to enter into teasing
transactions, as lessor, with
respect to U.S. manufactured
property to be used outside the
U.S- R interested, please contact
the companyau

PR International Inc.

P.O.Box BF
Agana. Guam

Finance Block

Ford Retail Dealer. Family business
with in house finance company.
Transacting finance on new or one
year Old "Fords*. Would welcome
merchant bank or inlerested party to
block discount agreements, on
quality business.

Please reply

ChigwcU finance Co. Ltd.

134 Manor Road, CtdgweU,
Esses IG7 5PP

TcL 081 500 9001

Export Markets are

Wide Open for Business.

CVkikki our l5JL office if >tm warn U»

ule anlj^c of the po&mul m
Nvrth and 5ouih Asiaica. Africa.

Europe. .Asia and the Middle EasJ.

TIMS .Aw>cia:ss

Fax <441 021 429 7{W.

rBaTO^RK
ENTERPRISEZONE
INVESTMENTS
FOR SALE

Recentlycompletcd
Workshop Units with
Rental Guarantees.
VariousLotsizesavaliable.
ForfnrtherDetails Quote
k_ RetACTCU

Koala FSC, Ltd.,
a Bermuda Corporation, may be
available to enter into leasing
transactions, as lessor, with re-
spect to U.S. manutaetured prop-
erty to be used outside the US. If

interested, please contact the
company at

Koala FSC. Ltd.

c/o COOAN Services. Ltd.
Clarendon House
Church Street

Hamilton. Bermuda

£500k Funding Line

Established Leasing Company.
5 Years Autfiled Accounts.

Experienced Management Team.
Minimal Bad Debts.

Existing Equity Base.

RcpHis in Acfast instance to:

dark* Chartered Anefuatuns

P.D. Box 150. Cippcnham Cmk
Cippcolmn Lane. Slough Berks SL5 SAT

CHANNEL ISLANDS
OfTshon; Company Formation

and Administration. Also

Liberia. Panama & BVI etc

Total offshore facilities

and services.

Fm dctxih ad appomUDCBi write

CiOy Trust Ltd.. Bchim» House.

2-A Belimot Rd. SI Hefier. Jcney.C 1 .

Tel-. USM 78774 . Fax 0534 35401
Tlx 4192237 COFORM C

MAJOR NEW CONSULTING GROUP
wishes la contact very experienced

anxufres until cap. recovery expertise to

joinl core management. CWDotads lo

M.CDowney. MB Lane. Wasron TurvUe.

Bucks HPZ35RG

MULTI NATIONAL COMPANY toofctog

to set up a pyramld/netawTk stnjcfcjre to

market new products. Salary, pro* sharing

and possible directorship for the right

peroon to InstaB systems. Apply In notag to

EURO SUISSE CORPORATION. Brietone

House. ! Beresford Avenue. Wemtdey.
MdOesexHAQ 1YX

BUSINESS SERVICES

JARGON FREE
SOLUTIONS
TO YOUR

PC NETWORKING
PROBLEMS

CALL

on 915 0023

Strategic Alliances

b0 Grays Inn Road, London

WC1X9LT

turning
COMPUTING

INTO A
PROFESSION

Tb8 London Office &tteprises LM
• Wfc ccn fafflt Loews cflee

• gtrjdjpec'crtt*S»asrt=o
• Ycur rfirparary/pemawn: Mse m
UrtiaU"*?

• A.wtiiCL*nrassinse«j=eti=ft
;

ce3

w Vei *e heia too CfiwJc? fe tt matWK’v

and uks yaj^hcoi 'M UKsrd cteope

ft-iX Cl iCI* 71 272 £554

fa*:44,3i?l32ST«3

Delaware rfJSA) CfWPORVrtONS

OttslKi cr.nrJ.al.aj

Rrra-aiaabk- u*l L& ^rtK fre ta=«

brochure: petalarc RagMtty Lid-.

PO Box C5C-TT. Wilmington.

Dcioaarc jp?»W I'SA

TtJ ynj-ferrJ'J.'C Fat- SC4*K-*W»
jyu.'j; -CTtRPtV&A ualyi

JAPAN UARKETtNG
COMPANY S’ones .cmatisn.

MMVMiatan »««>«
na^r'jrr Uni.rt** Tct 08t

154T Farcfii 5471424

HARLEY STREET BUSINESS CENTRE.
Fu»y aerviced offieea. buaineaa address.

t»3R>oom. aS seeretanst servees pfcra tree

telephone and message taking for bother

deeds Phone: 071 637 550S.

YOUR MAILING ADDRESS In London,

Parle. Berlin. Frankfurt. Madrid and 70

other lop locations worldwide. Call

Bogus on 071 872 5500

YOCJR OFFICE IN LONDON Rom 70p a day.

Accom/Td Ans/rwFaxfMoft Box etc. Pace
Sot. 7et 071 OB 0766 Rare 071 580 3729

BUSINESSES
FOR SALE

FOR SALE
Small Publishing Company

with specialised trade direciorics.

Titles now in Ihrir 21a year. Reason

for sale - company tw longer fits into

care business. Given the righi

sirennon and support the company

b» great potential for expansion.

Write Bor B1627. Financial Tones.

One Sutakxark Bridge. London SEI 9HL

renewable energy
OPPORTUNITIES

Small scale hydro electric

generating sites for sale in the

U.K.. fully operational with the

benefit of secured electricity sales

conlracLs io the end of 1998.

Contact: Commercial Director.

Hvdro Energy Developments LuL,

Caiioflhie. Dtnnfricsshire. DG14 ORG
Teh 65873 TU55 Fax: 03873 71825

f Packing Business A
fWest Midlands)

Fia ourigMofear BeaBcsMaBsaflent.

Boxing of small meed componentry

AnnualsritesoKStBMK-

Prindpahodc

n Bax 8 (2 1 1. Fvunaai Timex

ScatnortBM^fiLa^w^1 ”^

BAA MAGAZINE aflVBtliSBS

kriPM far salo and auaon of assets.

Tel- 07t^B2-11B4 Faoe0n-T»3464

Touche
Ross

Ashfield Glass Limited
(in Administrative Receivership)

The Joint Administrative Receivers. Angus M. Martin and Ralph
S. Preece, otter for sale, the business and assets of the above
named company. The company is a highly respected
manufacturer and installer of sealed unit uPVC double glazing
and conservatories, with a seventeen year trading history. The
purchaser would have the benefit of:

Freehold factory and office premises of approximately 23,-100

sq. ft. on a 2.S acre site in Mansfield, Nottinghamshire, with
potential for alternative development.

.

Forward order book of approximately £ l So.000.

Broad customer base covering trade, commercial and
domestic clients.

Turnover approximately £900,000.

Fully fitted uPV'C double glazing manufacturing plant.

For further information, please contact in the first instance
Christopher Gray on 0623 651626 or alternatively Angus Martin
at the address below.

10

-

12' East Parode.Tccds Lbl 2AL
H“25rei Tel: 0532 439021. Fax: 053 ’ 448942.

- AurhmivU I* lb* Imitiun.- at • Jtaiirml .VcY<ufiijni: m Eitj^LifU jj>J Vt’jlr, (••wrr> .m Jni*.*\rin>.nil 0irn>*^ -

Touche

Ross

OeUtfctafei

King Taudevin & Gregson Group
(in Administrative Receivership)

The Joint Administrative Receivers, G. J. Watts and Nf. J. Dargan. offer fur

sale the business and assets ot' the above Group.

The lung Taudevin & Gregson Group undertakes major contracts for the

building and installation of glass furnaces throughout the world.

The Group has the capability* to undertake design, supervision and
contract management of new furnaces together with furnace

maintenance for the glass, cement and petro-chcmica! industries.

The main features are:

Group turnover approximately £13 million.

Substantial contracts.

Very experienced and technical workforce.

Modem long leasehold office and workshop accommodation
occupying *13,000 sq. ft.

* Ample car parking.

For further information please contact Grahamc Watts or John Cowburn
at the address below.

Abbey House. 74 Mosley Street, Manchester M6U 2AT
Tel: 061 228 3456. Fax: 061 236 0720.
WtamiJS itii littUiutv i« > h liitwl Vn«iiiLfii m and Wik-»Wfnn-n

h

n- ltw

Touche

Ross

Custom Microfilm Services Limited
(In Administrative Receivership)

TheJoint Administrative Receivers, K. S. Chalk and N. G. Atkinson,

offer for sale the business and assets of the above company, which
operates two microfilm processing bureaux.

Annual turnover- £1.5 million.

Leasehold properties in Maidenhead and Coventry.

Quality customer base.

Substantial order book.

Full range of services, including computer aided retrieval

systems.

For further information, please contact Roger Smaridge at the

address below:

Columbia Centre. Market sircct, Bracknell. Berkshire RGl2 1PA.

Tel: 11344 .54445. Fax: 0344 -122681.

AuUb.ifrrd In lh>- »n jiiu»v tl t Ami.h.I buwMIl- u< fnyljnJ Jivj R*. t» .4m mi Imi-xilen* kMAi

BANK OF ATHENS S.Au

ANNOUNCEMENT OF A REPEAT PUBLIC INVITATION TO BIO FOR THE PURCHASE OF THE VSSETS
OFTHE COMPANYNAMED 'ATHENS PIPE WORKSS-V
Thk- Bank 01 Alhxih j.- j special liquidator for ihc Company named 'ATIfENS PIPE WORKS S.A.' which has been placed
under a special liquidaliun procedure provided fur in .Article 46a of Law IWOAtfl by virtue of Decision Nu 3867,^2 of She
Athens Court ft Appeal, js the judgment section of that decision was construed by Decision No .W.'JS rendered b>* the
same Court

announces

a Repeat Public invitation to Bid nn the basis of sealed binding bids for the sale, as a whole, nf the assets of the Company
named * All1ENS PIPE WORKS S.A.’ i tmriaaficr called 'the Company'), ar. specified in the Bidding Memorandum.

The Cumpany wjs rounded in IVMI with a registered office located in Athens (Office Address: 2611. Piraeus Street j and up
ly l*rA2. v.hcn ihc Company was placed under a Male of special liqnidauon. Ihc scope uf iis aciivinesAwsiness was as
follows;

1.

The pnxlucijnn ol Steel Pipes

- Longitudinally welded dcci pipes ll<2" - 10 .V4"l for warer supply, mechanical structures line pipe casing and tubing
(with API monogram), water pumping (ASTM I etc.

• SPIRAL weld scant pipes (6 1.’4’ - SOI and

- Steel quick coupling pipes idiarneicr 70 - I54.il

2. The pTOduciion of steel enamelled bathtubs and

3. the pn.MJunion of steel heating radiators

Its factory, which is located at GLYFA. DROSSiA. CHALK1DA is 432.7 sircm mas 1 1 stremma + |,i)ui square metres) in

area and its enclosed space cemsiss of five (5 1 independent large buildings and four (4| snuiler ones and is 74.806 square

metres in area.

The in-stalled power of the mechanical engineering equipment is 34WWO KW and the tolai production capacity of the factory

is esiimaied. depending on the pipes specifiealioas. at 1 00,000 - 150-Ofxi tonnes per annum.
Further, the Company owns a property located in Nea Efkarpu. Tliessalnnilu (49. Langada Street), the site of w hich is 172
sUcmmas in area ami the enclosed space is suitable for use as a warehouse (5.143 square metres in areal.

glDDIHG^lEMOR^NDUM
Every party concerned will be entitled to receive a detailed Bidding Memorandum and any other information cunceming
the Company's assets being under sale upon submisidon of a confidentiality promise in writing. I

TERMS OFANNOUNCEMENT
j

1. Preamble; The Public Bidding Procedure will be carried out according to the provisions of Article 46a of Law ] 8924*0,

acevuding w (he terms of this announcement and according to the terms which are included is the Bidding Memorandum,
no matter whether they are repeated or not in this announcement. The submission of a binding bid shall mean the

unreserved acceptance of a I these terms.

2. Binding bids: For (he participation in (he bidding procedure the parties concerned wiU be summoned to submit a sealed

written binding bid until Tuesday. 28th of September 1993. 12 0U hours io Georgia Flame ngou. Notary Public for and in

Athens of 31 . Char. Trikoupi Street. 4th floor, id. No 3609476.

The price being offered must be explicitly slated within tile bids and such price must be a flat price for the Company's
assets being sold and the terms of payment must also be mentioned in detail (for cash or on credit, nuking reference in (be

number of instalments, the lime of tbeir payment and tbe interest rate being proposed).

Bids submitted out of time will not be accepted anJ will not be taken into account. Furthermore, bid clarifications,

modification*, additions or improvements will not be accepted or taken under consideration offer the unsealing unless there

is a written request of ihc liquidator or the creditors representing more than SIS* of the claims against the Company. The
eomrniimenl pertaining to the bids shall be valid up to the assignment and (he execution (signing) of the contract provided

fur in paragraph 7 of Article 46a of Law 1S92A>0.

3. Ixiter of Guarantee: Every hid will be accompanied by a Letter of Guarantee issued by a Bank lawfully operating in

Greece of a three (3) - munih term at least for which an extension shall be possible up to the assignment, fur an amount of

fhree hundred (300) million drachmas. A model of the letter of guarantee is contained in the Bidding Memorandum. Bids

without a letter of guarantee shall not he taken into account. In the event of breach of (he terms of the bidding procedure by

a participant who will be regarded as highest bidder the amount of the letter of guarantee will be forfeited in favour of the

liquidator as a penalty and payment of damages to him.1t.

4. Wav nf submission- The bids along with the letters of guarantee will be submined within a sealed opaque envelope. The
submission nf the bids will be made in person or by a lawfully authorized person.

5. The unsealing of the bids will be mode by the Notary Public in her office on Tuesday, 28th nf September 1993 at 13.00

hours. Those who have submitted a timely binding bid will be entitled to be present upon the unsealing of the bids and sign

the unsealing report to be drawn up.

t> Highest bidden TTic person/partv whose bid will be judged by the creditors representing more than 51^. of the claims

jgainsi the Company (hereinafter called 'the Creditors') at their absolute discretion. up:m proposal submitted by the

liquidator, as rhe mo»t beneficial for the Company's creditors w ill be regarded as the highest bidder. It is noted that in the

event that a deferred payment of the prices is offered, the current value stall be laker) into account for the evaluation of the

bids, which will he calculated at an interest rale of 22°£> per annum compounded annually.

7. The liquidator will advise the highest bidder in writing lo come obligatorily at a place and rime which will be determined

in the notice for the execution (signing) of the appropriate contract fur the transfer of the assets on the basis of the terms of

his'iLs bids and the other better terms, if any, lo be rccomroended/indicated by the creditors and agreed upon with the

highest bidder.

The assignment shall occur upon the execution (signing) of the relevant contract for Ihc transfer.

In the event that the person/parry being regarded as the highest bidder breaks his/iis promise to come and sign the contract

for die transfer of ihe assets as well as to comply with hi&rits obligations resulting from this announcement and the terms of

the bidding procedure, then the guarantee given shall be forfeited in favour of liquidator Bank of Athens for the purpose of

the defrayal of the expenses of any nature and its work as well as for the purpose or covering any actual loss or loss of

comings, without die liquidator having any obligation to give any particular proof in regard to them. Further, liquidator

Bank of Athens will have die subsidiary right to consider that the letter ofguarantee amount has been forfeited in its favour

os a penalty and ask for its collection from the guaranteeing Bank.

8. All the expenses and costs of any nature for the participation in the bidding procedure and the transfer of the assets shall

be exclusively borne bv the parlies conccrncd/buycrs and the highest bidder, os the ease may be. It is noted that in regard to

this transfer the exemptions and limtiaiians.'resiriciioiu> referred to in paragraph 13 of Article 46 a of Law 1892AW shall

apply, and the V.A.T-. if any. on the items of movable property shall be home by the buyer.

9. The liquidator and the creditors shall not have any liability or obligation towards (he parlies participating in the bidding

procedure in regard to the evaluation of the bids, the appointment of the highest bidder, the decision concerning the

repetition or cancellation of the bidding procedure and generally for any other decision relative to the bidding procedure.

Further, the liquidator, ihc creditors, and ihc Notary Public shall not be responsible in regard io any physical or legal defects

of the items of properly being sold. The submission of the binding bids shall not gram any right to assignment Generally,

the panics participating in the bidding procedure shall not acquire any right or claim in regard to ibis announcement and

their participation in the bidding procedure against the liquidator or die creditors for any reason whatsoever.

10. This announcement has been drawn up in Greek and in English (translation) in any event, however, the Greek text shall

prevail.

1 1. For the receipt of the Bidding Memorandum and any additional information the parties concerned may address

themselves to Mr Dem. Vaiitalis. the liquidator's representative, in the Company’s offices. 260, Piraeus Street,

lei. Nos 4820S28 - 481 1375. fax No 48 101 7 1

.

Athens 27th August 1993

THE BANK OF ATHENS

FOR SALE
Specialist Vehicle
Manufacturer

Medium Size-

No Reasonable offer refused.

Wme to Box BJ444. Financial Times.

One Southwark Bridcc.

London SEI «HL'

Richard Eliis

FOR SALE
Hotel

Craven Park
LONDON NW10

* Freehold • Well Located for Central London

73 Bedrooms • Manager’s Flat • Car Parking

For further information please Contact

Viciona Stirr/e or f Jicb Boyd at.

Richard ETTIs, International Hotels Division

Berkeley Square House, London WiX 6AN
Tel: 071-629 6290 Fax: 071-493 3734

c>„ rhe In vr rue li'-r.x vf xj. ‘vlrlKM fIT\ an<t H-A.Cyllfcnfr FCV nP\ dfGra(7rv-» Martin if

«

I He Jeiai »S«nRivrrati*t- Mrrriien x‘f I utrr*»lt Limited t/o DKCOK 4“(>V f & \rTK.

Business & Assets of an
Established Commercial
Interior Contractor
Freehold property - 4500 si|.ft. on 1

:< acre 2 miles from

l.vt'de ciry centre

Impressive corporate und public sector client bast

Turnover Y/K August 1992 £2-5 MILLION
Company vsuiWtsht.il 25 years

t,.f furlh, r inf..rmjll-n pirate contact ellher

BALENSTEAD LTD
The Joint Administrative Receivers offer

for sale a.-, agoing cmcem. the business, and
assets of the above company which trades re.

a contract packer and landlord Of investment

properties

Prinripulfeatures include:

14 freehold investment properties in the

Midlands area

Annual rental income of£100,0110

Freehold warehouse jmd offices in

Nollinghiimsh ire

Packing equipment and .tssnned stock

Recognised trading name of 'Selectapock*

Forfurther information contact the

Joint Administrative Receivers -

J H Priestley and R Rdmem

pOPPLETON & ^PPLEBY
93 Queen Street. She!field SI IWF
Tel: 0742 755033 Fax: 0742 76X556

REPUBLIC OF POLAND
MINISTRY OF PRIVATISATION

nj

FOR SALK
For $3,000,000 US Dollars

A 45-year Leasehold on a 595 room, three star
New York hotel. Buyer must spend US$5,000,000

in renovations over the first two years.

Rent starting at $2.94 1 per room, per year.

Hotel currently grosses in excess of
$15,043,839 per year.

Major franchise may be available.

Write Box 01433. Financial Times.

One Southwark Bridge. London SE 1 9HL

The Polish Ministry of Privatisation, acting on behalf of the Slaie

Treasury in accordance with Article 23 of ibe Act on

Privatisation of the Slate Enterprises dated the 13th of June 1990

("the Privatisation Act"), issues an Invitation to Negotiate to all

suitably qualified parties interested in the purchase of shares in

HYDROBUDOWA-6 Sa\. ("ihc Company"). The Company
focuses on long-distance underground construction and

installation as well as pipelines for transmission of gas and fluids.

The Company is also active in construction of transportation

systems as well as industrial and public building.

This invitation is for Ihe purchase of no less than lltip of the

share capital and no more than ihe loial share capital less ihe

shares offered lo Ibe Company employees pursuant to Article 24

of the Privatisation Act. Up io 2CKr of shares of ihe Company

shall be offered io the employees of the Company on a

preferential basis in accordance with Article 24 of the

Privatisation Act

Interested parlies should record their iniercst in writing by the

15th of September 1993. 5pm. The Ministry of Privatisation

reserves the right iu extend this deadline, but is under no

obligation lo consider expressions of interest or requests for an

Information Memorandum after the 15th of September 1993.

Upon ihe receipt of a written expression of interest and subject to

ihe signing of a Confidentiality Agreement, an Information

Memorandum will be available to the interested parlies and may

he obtained from Company .Assistance Limited, the

representative of the Minisiry of Privatisation in this transaction,

at the address below. The Information Memorandum will provide

the guidelines and timetable for preparing and submitting a

proposal for ihe purchase of shares in the Company.

All expressions of iniercst or inquiries regarding this invitation

should be addressed lo:

Company Assistance Ltd. Attn: MrTuomo Haitaka

3rd floor Mr Zdzislaw Gnat

ol. Podwale 13 Tel: )48) l2l 635 54 06

00-950 Warszawa (48i (2) 635 86 50

Poland 148) 39 12 08 55

Fax: 1481)2213179 20

The Ministry' of Privatisation reserves the right to reject offers

submit ted or to modify ihe privatisation procedure, should this be

in the interest of the Ministry or die above Company.

Appear in the Financial Times on Tuesdays, Fridays and Saturdays.

For further information or to advertise in this section please contact

Melanie Miles on 071 873 3308 or Karl Loynton on 071- 873 47S0

AMERICAN CARAVAN/
MOTORHOME

dealership in Te&w. InJuvry frumlcr «.
Cumpire wivjee. refurbWiinj: Jad

innvrrxkin. tudlrm cxpOT oppunonirv

in port dry for vj‘v> buvinctr.man.

Rca] c*mc included.

Cmittel owner Dautr! Ay res

FAX 4OT-565—*777.

Phone 469-5b5-45l I. Te»*

MANUFACTUREROF
ELECTRONICCOMPONENTS

Turnover £3 million

Trading in International Martel

Principals only to:

Biix BI44X. Financial Times.

One SiKdinL-ari BndgiV LmJ.-n SEI vHL

Old established Dutch
Tour and Coach Business

near Ruticnkun. Also established bus

A: ccucti business and irate! agency

within (be Grenier Manchester area.

Will "sell as one ot separate.

Bins O.’W 308494 Afler 7pm
PRINCIPALS ONL^'

Gr-lu.n Cinric. PC QUOTE 'London) 071-628-
po QUOTE
G-tKB HYPEFtFEED
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CONSTRUCTION CONTRACTS
Birmingham retail plan Devei°F

Heathrow
Express 1
project jil

Airport operator BAA is to use
the New Engineering Contract
(NEC) for the main tunnel for
the £3<X>m Heathrow Express
scheme. This is believed to rep-

resent the biggest UK civil

engineering project to adopt
the new form of contract.

The New Engineering Con-
tract (NEC! is a standard form
of contract suitable for use in
the design and construction
(including erection) of new
works involving any. or all. of

the building disciplines.

BAA is a leading proponent
of the NEC having already
used this form of contract on a
number of successfully com-
pleted projects at Heathrow
and Southampton airports.

The contract for a new termi-

nal and car park at Southamp-
ton will be the first UK build-

ing contract to use the NEC.
Explaining the benefits of

the new form of contract.

BAA's project director. David
H. Williams said “We see the

radical and less adversarial

approach which is required to

administer this contract as
improving the pre-planning
productivity- and project perfor-

mance generally.

The use of the NEC is one of

a number of initiatives cur-

rently being embraced by BAA
as part of a continuous
improvement process for its

£300m a year capital invest-

ment programme.

Swindon centre
GARDINER & THEOBALD has
been appointed by Thames-
down Borough Council to act

as quantity surveyor for the

pre-contract stages of the £30m
refurbishment of the Brunei
Centre in Swindon.

The project includes the
refurbishment of the Brunei
Arcade with provision for a
new 130.000 sq ft store and a

I.100 space car park.

C-W.it—

An artist's impression of the proposed “The Water’s Edge” development at Brindleyplace

The West Midland's constr
uction industry has received a

boost with the appointment by
Brindleyplace of Birmingham-
based builders. TILBURY
DOUGLAS CONSTRUCTION.
Tilbury Douglas has been
awarded the contract for The
Water's Edge’, the first phase
of Birmingham’s £250m show-
piece development. Brindley-

place. Work on the £3m design

and build contract is due to

start on September 6 and will

include the shell and cone con-

struction of ‘The Water's
Edge 1

, the first phase of retail

and catering facilities on the IS

acre site.

The Water's Edge is a 60,000

sq ft canalside development of

restaurants, shops, bars and

cafes which will be linked to

the canalside entrance of the
International Convention Cen-

tre by a new pedestrian steel

suspension bridge which is

part of the contract.

A civic square will be cre-

ated at the heart of Brindley-

place. The initial layout will be
set out in time to open to the

public next summer.

Malaysian transport scheme
SISTEM TRANSIT ALfRAN
RINGAN (STAR), has raised

£300m of funding for work on
Phase One of the project to

develop a light rail transit sys-

tem (LRT) for the Malaysian
capital, Kuala Lumpur.
Over 18 months ago. the

Anglo-German consortium of

Tayior Woodrow International

and AEG Westinghouse Trans-

port Systeme GmbH formed
STAR to raise private invest-

ment capital for the first phase
of the LRT project. Having
secured capital. STAR would
then own and operate the sys-

tem under a francliise agree-

ment with the Malaysian gov-

ernment.
STAR now has in place the

required funds to begin work
on the project. Over 60 per cent

is sourced from commercial
bank loans, around L0 per cent

from a government support
loon and the balance in the
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form of equity from Malaysian
and foreign investors.

This project represents the

first phase of an integrated

light rail network for Kuala
Lumpur and surrounding
areas.

Taylor Woodrow Interna-

tional and AEG Westinghouse

Transport Systeme GmbH,
together form the Kuala Lum-
pur Transit Group Sdn Bhd
(KLTG), which has entered
into a £225m contract with
STAR to undertake the design,

construction, delivery, installa-

tion and testing of the LRT
system.

Developing
superstores

in Essex
COUNTRYSIDE PROPERTIES
has been awarded two con-
tracts by Tesco Stores for the
design and construction of two
new food superstores in Har-
low, Essex.
A superstore in Edinburgh

Way will provide 60,500 sq ft of

retail accommodation together
with parking for 560 cars and a

petrol filling station. The new
store is programmed to open in

February 1994.

The second superstore forms
the basis of a community
neighbourhood centre at
Church Langley near Harlow
and construction started on
August 4. On completion in
June 1994, the 49,000 sq ft

superstore will be the largest

unit in the centre, providing
parking for 465 cars as well as

a petrol fining station and four

other retail units.

Production plan
Bristol currently boasts several

important construction con-

tracts which will shortly be
starting on site. PEARCE CON-
STRUCTION is playing its part

with the start of a design and
build contract for the new
£30m international production
centre for DRG Medical Pack-

aging.

The investment by the

Bowater company Is being
project managed by Gleeds
Management Services.

Cold storage
CONDER PROJECTS, a mem-
ber of the Miller Group, has
been awarded new orders to

the value of over £10m.
The main contract award,

valued at over £7.7m. involves

designing and building a cold

store and distribution centre at

Tilbury Docks for Van Bon
Cold Stores (UK), a food
importer and distributor based

in Holland. Project manage-
ment is being undertaken by
CAER URFA Consultancy.

The building at Tilbury
Docks, covering a floor area of

almost 32,000 sq metres, will

include plant rooms, offices

and associated facilities. Chill

storage wilt be handled on
three levels, with temperature
control from 15°C to 0°C,
together with humidity con-

trol. The cold stores will have
drive-in racking to all five

chambers.
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PEOPLE
Reeves* rehabilitation complete
Christopher Reeves, who was

I chief executive of Morgan
Grenfell at the time of the
Guinness affair, has seemingly
been fully rehabilitated by the
City now that he has been pro-

moted to chairman of Merrill
Lynch Europe/Middle East
Nearly two years after

resigning from Morgan Gren-
fell in 1987, he had joined the

US investment banking group
as senior adviser to Jerry Ken-
ney, then president of Merrill

Lynch Capital Markets; Reeves
later moved on to become vice

chairman of Merrill Lynch
International

When he first joined, Merrill

denied that the Bank of
England had blocked his

appointment as chief executive

of the European operations on
account of his connections
with the Guinness affair, but
at the end of last week a
spokesman Indicated that “cer-

tain restrictions" on his activi-

ties previously in place had
now been lifted, and that
approval for the current

Finance moves
Glenn Wellman, formerly

an md and chief investment
officer at Alliance Capital has
been appointed a director and
head or global equity
management at CSFB
INVESTMENT
MANAGEMENT.

Massimo Perazzo, formerly

direttore generate, corporate

finance at Pasfin Securities

SIM in Milan, has been
appointed a director in the

corporate finance department
of SWISS BANK
CORPORATION.
Jamie Gunn, formerly

finance director of Griffin

Factors, part of Midland Bank,

appointment had been secured

from both the Securities and
Futures Authority and the
Bank of England.
No-one has held the title of

chairman of Merrill Lynch
Europe since Stani Yassuk-
ovich left two and a half years

ago, although Mike Giles,

chairman of Merrill Lynch
International Bank had taken
effective responsibility.

has been appointed group
strategic planning director of

NOBLE LOWNDES.
Brian Phillips (below left),

formerly a director of Invesco

Ventures, and Donald
Madennan (below right),

formerly an investment
director with 31 have been
appointed directors of
GARTMORE VENTURE
CAPITAL.

Reeves says that fci*' n* 4
’;

title means that he will hi

-much more executive rather

than advisery' and ™
allowed “to do more

notably chairing the executive

committee in charge of the

region, a position that Giles

had also previously held

He adds that Merrill b
much bigger and more aetivv

that it is more necessary m
have someone in this row . u

has expanded its capital rais-

ing activities generally, has

applied to become a market-

maker in gilts and is growing

on the Continent, particularly

in France and Germany.

Reeves says ho himself has

developed a special interest in

India which, despite his job

title, is in Tact “on the extrem-

ity” of his region, and be sits

on the board of the India Fund

and the India Growth Fund.'

Asked if he was now receiv-

ing the million pound salary

that reports suggested he had

had to turn down In 1988. he

commented: "Sadly not".

Valerie Lane, formerly a

senior vice-president at

Kleinwort Benson, has been

appointed md of head of US
private placements and

structured distribution at BZW
in New York.

Greg McNulty has been

appointed a director of

Fox-Pitt Kelton.

David Mee has been

appointed director and senior

legal adviser at NOMURA
INTERNATIONAL; he moves

from Allen & Overy.

David Schofield has been

appointed director, head of

fixed income sales into

Germany and France, at UBS;

he moves from Lehman
Brothers.

Collinson to regenerate Plymouth
The Plymouth Urban
Development Corporation in

Devon, set up by the govern-

ment five months ago to regen-

erate unwanted Ministry of
Defence sites including the

Royal William naval yard, trill

begin to pick up steam tomor-
row with the arrival of a chief

executive. John Collinson.

The corporation, the 12th
UDC in England, came into
being on April 1 with a proj-

ected budget of £45m over Its

intended five-year lifespan.

Collinson, recruited after the
advertised post attracted over

200 applications, has been
working out his notice as prop-

erty director of the Black
Country Development Corpora-

tion, where he has been for

five years.

Collinson, who is 43. spent
five years before that with Sal-

ford city council, but In his
new post he will be returning

to his home county. He was
bom in Exeter.

His first priority in Plym-
outh will be the UDC’s busi-

ness plan which is due to go to

the Department of Environ-
ment within a month of his

arrival. 1)16 next priority, he

says, is “hands on deck" in

terms of staff. One necessary

appointment, that of finance

and administration director, is

expected to be made shortly.

Already on deck is Vice-

Admiral Sir Robert Gerken as

chairman and board members
include the leaders of Plym-
outh city council and Devon
county council. The UDC
covers 165 acres and it is

envisaged that there will be
mixed development including

offices, shops, restaurants and
housing.

Get
FT CONFERENCES

WORLD MOTOR
Frankfurt, 8 & 9 September
Timed lo coincide with the Frankfurt Motor Show, this biennial

meeting will focus on the challenges and opportunities facing

motor manufacturers and examine how the automotive industry is

responding to the current economic climate.

FINANCIAL REPORTING IN THE UK ,

London, 27 September
Discussions will cover the practical Issues in introducing the new
British accounting standards and the effects of those RKely to be

launched during the next few months.

WORLD MOBILE COMMUNICATIONS
London, 29 & 30 September
Leading industry decision makers will examine the growth In

mobile communications markets & technologies as wen as the

challenge of bridging the gap between a business and a

residential cellular telephone service.

FT-CiTY COURSE
London, 4 October - 22 November
The Course, arranged with the City University Business School,

will give those working In the City or servicing the financial sector

a broad understanding of how the major financial institutions In the

City of London operate.

RETAILING - NEW OPPORTUNITIES,
NEW CHALLENGES
London, 12 & 13 October
This topical conference will discuss international growth
opportunities and new routes to market, look at ways of improving

performance and profitability and consider the importance of the

customer.

INTERNATIONAL PACKAGING ANDTHE ENVIRONMENT
London, 18 & 19 October
The packaging Industry faces a serious threat from stringent and
often incompatible legislation. The wider Implications of packaging

legislation for retailers, manufacturers and international trade wiH

be examined.

AFTER THE RECESSION-WORLD COMMERCIAL
AVIATION AT THE CROSSROADS
Dubai, 8-10 November
A major conference at the time of the biennial Dubai international

Air Show to analyse the Implications of recent political, economic
and structural changes in the commercial aviation industry.

WORLD ELECTRICITY
London, 16 & 17 November
A high-level forum for utilities, their regulators, suppliers of

equipment and services to the power business, to discuss how the
electricity industry is responding to a more competitive
environment

THE FIFTH FT PETROCHEMICALS CONFERENCE
London, 22 & 23 November
This year's meeting will examine the challenges currently facing

the petrochemical industry and review developments In key
markets.

THE ECONOMICS OF RAIL PRIVATISATION
- OPPORTUNITIES FOR THE PRIVATE SECTOR
London, 22 November
A high-level one-day conference to review the opportunities in

franchising, teasing and infrastructure.

Ail enquiries should be addressed to: Financial Times Conference
Organisation, 102-108 Clerkenwell Roed, London ECIM 5SA. Tel:

071-814 9770 (24-hr answering service) Telex: 27347 FTCONF G,

Fax: 071 -873 3975/3989.

COMPANY NOTICES

STATEMENT
This is to declare that the name of:

Societe des Sucreries et de DistiUerie d'Egypt

has been amended to the following:

"SUGAR & INTEGRATED INDUSTRIES
COMPANY"

"SjV-E." - (S.LLC.)

This amendment is decreed by the decision No. 1590/1991

issued by Prime-Minister, published in the official Journal

No. 90 dated 20th April, 1993, pursuant to Art 17 of the

Law No. 203/1991, annexed therein its statute, providing

that it is affiliated to the Holding Company for Food
Industries and Distribution of Consumer Goods.

Fax, telex and switchboard are as follows:

FAX: 3934558 - 3920509 - 39381 15

TELEX: SHC UN - 20906, SHC UN - 2UV3
SWITCHBOARD: TeL No. 3929077 ) rA .ori

TeL No. 3929138 )
^

Continental (Bermuda)
Limited

US*250,0«,OM Floating Rate Notes
d«e MM fmnnlml by Hmp«ri«ii

Foreign Trade Bank iJii.

Notice is hereby given that far the Interest

Period 3 1st Aagnsr, 1993 to 30 1

h

November, 1993. a period of 91 days, the

Rale of Interest wi11 be 5J25 per ceai per
annum . The Interest Amount payable on
the Interost Paymen i Date 30ihi
November, 1993 will be USXUI7.71 tor

each Note oT USSSSO^KU.
Agent Bank

Dean Wkier Capital Morten

CLAL FINANCE N.V.
gKOWOOK^JAHMIEEO FLOATING

TbCaiMnm apphcaUe bathe joove

Standard Chartered PLC

£150 million Subordinated Boating
Rate Notes due 1996

Jn accordance with the provisions of the
Notes, notice is hereby given that for the three
month period from 26th August 1993 to 26th
November 1993 the Notes will bear interest at
the rale of 5.975 per cent per annum.

*

interest per £5.000 Note will amount to £75™^0
wl11 ^Paid for value 26th November

1993 against surrender of Coupon No30 .

West Merchant Bank Limited
Agent Bank
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ARTS
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things' £S51“
S»S.r!?!5r^

e Nattanal Galleries ofSt»Hand offering a substantial quiver-

rStiomf SHF1'* Holbei“ at thenational Gallery apart, the -mn*t

2jJ22
ant *

?
sbow eariy-modem

fttt^an panrtmg put together by the

wmS? £** Arts de Naates,which has come to the Museum ofModara^ Art for its sole British

fe
-
the bfiroic P61^ ofKusaan modernism from the turn ofthe century to the first years of theCommunist state. The subject has
investigated since~® ^»nt erf glasnost threw open Eus-s«n coDections locked away these 60

years. Even so, drawn as it Is for the
®ost part from regional museums
from Samara to Novgorod, this
remarkable show brings us many
works for the first time, fresh and

Art at Edinburgh/Bill Packer

Exhibitions away
from the festival

Not that it breaks new ground
exactly: the expected names are here
andrto new reputations are made, no
accepted critical analysis overturned.
KJs but an open celebration of the
work as ft is, in all its variety, and a
poignant memorial to an historic
moment and opportunity lost For
here was a national school of such
vigour and originality that had it
remained within the mainstream of
modernist devek>pment, might have
profoundly moderated its course.
Would the assumed authority of the
Paris school have remained so persua-
sive for so long? Would the habit, now
ingrained, of assuming there to be at
any moment a single significant cen-
tre of activity, have taken such a
hold? The questions hang in the air.

As it was the Russians had influ-
ence enough, on the course of abstrac-
tion and constructivism especially,
through such as Kandirrefry and Mat
evich, and such work as remained in
the west. The greater loss was to
expressionism, which in its Russian
manifestation - alive to developments
elsewhere, in Germany especially, in
the years before 1314 - brought to ft a
zest and geniality, wonderfully angst-
free, derived from its alternative
sources in the profound folk tradition.

Goncharova, Popova, Rozanova, Ste-

panova - how important the women
are - Falk, Fflanov, Kravchenko, Lari-

anov. Shevchenko, and nhagaii Mal-
evich, Kandinsky and so many more
besides: Cubist still-lifes, suprematist
abstraction, streets in the snow, coun-
try villages, men talking, women
working - it is a lovely show.

*

The National Galleries have also
taken over the Royal Scottish Acad-
emy. filling its ample spaces with an
ambitious historical survey of draw-
ings, water-colours and prints by Scot-

tish artists from 1700 to 1990. It is a
dense and constantly intriguing show
that holds many beautiful and
remarkable things, yet it has to be

Head, by Kazimir Malevich, in the Russian Avant-Garde exhibition at the Scottish National Gallery ofModem Art

said that it over-reaches itself. Set up
under such a heading as The Line of
Tradition}*. invites an expectation of
continuity and thematic consistency

that in the event Is simply not
sustained.

The landscape, the portrait and the
figure, the colourist instinct, objectiv-

ity. romanticism - any one of these

would have supplied a proper theme
for a smaller, more concentrated and
particular show. 1 am all for a miscel-

lany. openly acknowledged, but even
that would have been better for a
shorter historical span. In this respect

this show simply tails off into a token
presentation of a few currently fash-

ionable names allowed a

disproportionate amount of space.
None of this should put off the visi-

tor prepared to immerse himself in
the material and indulge his own
interests and enjoyments. Scottish
painting and graphic art from the
1880s well into the 1960s was espe-

cially strong and too readily disre-

garded by the world at large. There
are many fine examples here - James
Cowie's studies of his students, Wil-

liam Gillies' landscapes. James Mac-
Bey's first world war etchings, Wal-
ton's Black Bull beneath its tree. The
large and so deceptively tree water-

colours of Arthur Melville alone are

worth the visit.

Much the same ground is covered
by tbe Scottish Gallery in its truly

miscellaneous survey of work by art-

ists associated, as teachers or stu-

dents, with the Edinburgh College of

Art, since its foundation in 1909. In
recent years especially the college has
been a bastion of the painterly and
graphic disciplines too lightly aban-
doned in the name of creative liberal-

ity south of the border some 30 years
ago. With such mentors to hand as
Gillies, Anne Redpath, Robin Philip-

soel, John Houston, David Michie and
Elizabeth Blackadder, it has remained
a policy of creative conservatism
beyond price.

1

*
|

B ack at the Academy, the RSA
|

itself has given over its base-

ment gallery to the Imperial
War Museum, to put up a small dis-

play of works commissioned lately
from contemporary artists. The point

it makes is important but could all

too easily go by default War remains
a legitimate subject for the artist,

whether we are engaged in any for-

mal war or not Without engaging in

the artist's own particular polemic or

moral debate, the museum is surely
right to monitor the currency of such
response on our behalf

Finally I have room only to recom-
mend Phoebe Anna Traquair - Scot-

tish decorative artist within the arts

& crafts movement and Celtic revival

at the turn of the century - at the
Scottish National Portrait Gallery
until November 7, (sponsored by Bail-

lie Gifford & Co., General Accident,
and Mobil).

Russian Painting of the Avant-garde
1906-1924: Scottish National Gallery
of Modern Art, Belford Rd, until Sep-

tember 5, sponsored by Scottish
Power and the Foundation for Sport

and the Arts.

The Line of Tradition: Royal Scot-

tish Academy, The Mound, nntil Sep-

tember 12, sponsored by Dawson
International, BSIS, Lothian & Edin-

burgh Enterprise, and the
Esmee Fairburn and Hope Scott
Trusts.

The Edinburgh School: The Scottish

Gallery, 16 Dundas Street, until Sep-

tember &
No More Heroes Anymore: Royal

Scottish Academy, until September
12.

*uT. Canadian Opera Company
O ne of the splash-

making themes of fins

year's Edinburgh festi-

val is the representation of

four internationally "hot”
theatre-directors: Peter Sellars,

Bob Wilson. Robert Lepage,

and - the focus of this final

week - Peter Stein. This is the

sort of high-wire planning and
achievement that (in this coun-

try at least) now go on
nowhere else. And certainly,

the Canadian Opera Company
double bill of Lepage-produced

one-act operas by Bartdk and
Schoenberg - shown at the

Edinburgh Playhouse at the

weekend (for two performances

only!) - proved the very stuff

of festival art: fresh, daring,

full of striking ideas executed

on a level well beyond the quo-

tidian mundane.
It was an occasion full of

firsts: the first British sojourn

of Canada's leading opera cam-

panv, Lepage's first encounters

with opera, the first perfor-

INTERNATIONAL

mances at the restored Play-

house after the eve-of-festival

backstage fire. The French-Ca-

nadian Lepage, whose in-the-

mud Midsummer Night's
Dream was recently staged at

the Royal National Theatre, is

a theatre magician, conjuror of

a floating succession of pictur-

esque images, sometimes
haunting and sometimes star-

tling, through which narrative

is advanced.
Bartdk's duo-drama Blue-

beard's Castle and Schoen-

berg's monodrama Enoartung
- two crypto-autobiographical

masterpieces from the first

decade of our century in which
the deepest human passions

are analysed in music and
through psycho-symbolic sta-

gecraft - would seem to offer

him rich opportunities for just

such conjuring.

Both operas, designed (by

Michael Levine, brilliantly) to

operate different features of

the same setting, here colonise

different corners of the same
dream-world. In both the stage,

fronted by a gauze scrim, is

lined along the right by the

same large block-built wall, a
surface pregnant with possibil-

ities - in Bartdk, for reflecting

the light-images thrown by the

seven-fold door-opening on the

opposite stage side; in Schoen-

berg. for suddenly releasing

surreal visions through unex-

pected apertures and for sup-

porting marvellous slow-mo-
tion body-tricks with gravity.

Fluid patterns of imagery are

set in motion by cinematic
changes of lighting (or should

have been: at the Playhouse
neither Robert Thomson ’s

lighting-plot nor the general

level of stage management was
expertly seamless as one
guesses they were meant to

be). The unfolding of both
operas, indeed, borrows from
film method and manner: in

grossly oversimplified terms.

Eisenstein-cum-Disney.

In principle the style would
appear ideally devised to
unlock the tortured poetic

secrets of both pieces. In prac-

tice I found it unexpectedly
erratic partly because banal
moments (advert-style autumn
leaves and over-used plays

with water-reflection) mingle
with the magical, partly
because a certain intellectual

shallowness can be detected in

Lepage's larger response to

both operas.

T he Bartdk couple,
though handsomely per-

sonated by Victor Braun
and Jane Gilbert, are prone to

obvious, melodramatic gestur-

ing. More simple-minded still,

in the Schoenberg, is the fram-

ing of the whole piece as an
asylum patient's pathological

fantasy - a strait]acket, a hos-

pital bed, a psychiatrist with

notebook are some of the ways
In which Lepage, by “explain-

ing" the opera's content, robs

its symbolic substance of
multi-layered suggestiveness.
Blood-links between the worlds
of Schoenberg and Freud may
be numerous and easily
instanced, but that is no
excuse for a cartoon-ish reduc-

tiveness in treatment of
Erwartung.

If the reason was a determi-

nation to make more accessible

a supposedly "difficult" opera
by a famously tough-nut com-
poser, why then the singing of

both Schoenberg and Bartdk in

the original languages, with
surtitles high up and far away
on the Playhouse proscenium
arch? The total effect - of pro-

duction style linked to the dis-

tancing impact of language-
choice and of gauze limiting

the performers' expressiveness

of acting detail - was, I would
say, the opposite: concealment
as much as revelation.

Happily, however, the excel-

lence of the purely musical
realisation worked its own

countervailing action. The
Canadian Opera Company
orchestra, plainly of very high
quality, showed itself in com-
plete command of the Bartdk's

floods of colour no less than
Schoenberg's nerve-end refine-

ments of musical imagery;
under Richard Bradshaw (COC
chief conductor) both scores

were revealed in depth.

Victor Braun, though lacking

lowest-register solidity, is a

superbly dark, noble Blue-

beard, Jane Gilbert a vocally

lustrous, wide-ranging mezzo
Judith. The Enoartung protag-

onist, Rebecca Blankenship,
used an uneven dramatic
soprano with admirable
warmth, commitment and emo-
tional urgency. In spite of my
cavils, it ail added up to a gen-

uine festival-event

Max Loppert

Vale of
Glamorgan

festival

T he Proms and Edinburgh
may overshadow
August, but there are

some idyllic outlying festivals.

You could do worse than sam-
ple the charms of Presteigne, a
small town astride the pictur-

esque mid-Wales border, where
a modest friendly bank holi-

day chamber music event has
taken off during the last few
years. But for the charged
atmosphere of live contempo-
rary music-making, make for
coastal St Donat's.

This summer’s Vale of Gla-
morgan festival is a minimal.

ist's paradise. David Williams,
the festival chairman, who,
with another hat on, helped
sway a healthy £25,000 grant
from the Welsh Arts Council,
explains: “We felt we should do
something constructive, not
just for new music in broader
terms, but for living compos-
ers. It seemed more positive to
concentrate resources rather
than dissipate them, and pro-
mote a worthwhile series
focusing on the diversity of
contemporary works in partic-

ular, post-modernist music
since the '70s.”

The principal sponsors.
Allied Steel and Wire (ASW),
have proved an added lifeline,

injecting several thousands
and, no less important, setting

up gatherings to help widen
the sponsorship net
At Cardiff's unspoiled Victo-

rian Coal Exchange on Bute
Square (the city’s former com-
mercial heart). John Metcalfs
decidedly adventurous pro-

gramme was launched last

week with a mesmerising, sold-

out evening by the American
composer Steve Reich, fresh

from his South Bank triumph
with The Cave, t.landaff Cathe-

dral offers an ampler venue
tonight for a full-scale John
Adams concert, climaxing with

his celebrated Whitman Civil

War setting The Wound
Dresser - like his operas Nixon
in China and The Death of
KHnghoffer, something of a cult

piece.

Getting to the outside-Cardiff

events is easiest - be warned -

by car. But it’s well worth the

effort These attractive smaller

venues bring their own
rewards, be it the atmospheric
oak-rafted fourteenth century
Bradenstoke Hall, part of St
Donat's Castle within the
Atlantic College campus, or

the medieval wall-painted St
Qltud's Church in Llanylltud
Faur tUantwit Major), an early
Celtic Christian site with the
added merits of an adjacent
pub-studded square and a good
surfing beach a mere two
miles ' distance.

Minimalist tbe diet may have
been - but by no means mono-
chrome. The Smith Quartet,
one of Britain's answers to the
Eronos, made appearances at
both venues, the hall margin-
ally tbe better for sound and
paradoxically more intimate,
thanks largely to the players
being raised on a dais.

L
ike the 'modernism' it

purports to replace, post-

modern and minimalist

fare is a mixed bag. The
Smiths’ reading of the now leg-

endary Different Trains was
somewhat differently balanced
from Reich’s own - not quite
as haunted, perhaps, but clear

and forcefUL The South Afri-

can-born, Princeton-associated

Kevin Volans' Second Quartet,

HuntinglGathering, seemed bo

be questing for a style as much
as anything. Its repeating
motifs and unfinished para-

graphs have all the intensity of

a short-running sitcom. Bones
stick out balefully. rather as

Steve Maitland's Patrol is all

sinew - laborious invention,
oddly conventional and quint-

essentiafly dull.

But nothing can take away
from the dedication of these
players. Volans' Third Quartet,

Songlines, like his Rimbaud
(and Bruce Chatwin) inspired

Almeida chamber opera The
Man who strides the wind
(L’Homme aux Semelles de
Vent), was a revelation: riddled

with imaginative ideas, well
teased out, an array of string

sounds that ‘delight the ear
and hurt not*, that constantly

challenge, dazzle and amaze.
And Graham Fitkin's quartet

Servant, like the Michael
Nyman encore the following

night, gave clear evidence of

how minimalism can success-

fully subsume native and
wider traditions.

You can still catch John
Adams tonight at 7.30. Next
summer's festival includes
Australian Peter Sculthorpe
and - yes - GoreckL So book
early (TeL 0446 794848 792151).

Roderick Dunnett

Edinburgh circus

Sponsored by AT&T

Look on this circus and on
this. Here we see smiling
fresh-faced young performers,

dressed in iairy tale costumes
juggling cheerfully as they
spin across the ice. There we
see a grotesquely tattooed man
known as The Enigma, crunch-

ing live locusts and chewing
worms.
Circus has always been gen-

erous in its range, presenting

the height of human endea-
vour in the ring while embrac-
ing freaks in its side shows.
Today political correctness has
forced circuses to specialise

and the great Russian Circus

on Ice offers escapist delight

for children, while Jim Rose’s

American Circus Sideshow
provides acts that usually sur-

face in a Hammer move.
Both have their attractions.

A man on a monocycle (yawn,

yawn); a man on a monocycle

GU1D
AMSTERDAM

Muziekthesttr Thurs: Netherlands

Opera opens 1993-4 season with

revival of Waus-Mrchael GrQbar’s

production of Parsifal conducted

by Hartmut Haenchen. with a cast

inducting Jan Hendrik Rootering,

Wolfgang Schbne. Barry McCauley,

Gunter von Karmen and Rutftfld

Engert (repeated Sep 6. 9, 12, 15,

18. 22, 25. 29). Sat evening. Sun
afternoon (plus five further

performances next week): Dutch

National Ballet presents Peter

Wright's production erf Giselle

(020-625 5455)
Concartgebouw Thurs: Arturo

Tamayo conducts Rotterdam

Philharmonic Orchestra in works

by Messiaen, Stravinsky and Boulez.

Sat afternoon: Edo de Waart

conducts Ratio phSwmonfc
Orchestra and Chorus m Mahlers

Second Symphony. Next Mon:
_

GJdon Kramer and friends chamber

music evening. Sep SjnwiBatns

conducts CBSO. Sep 18: CeciBa

Bartoli (24-hour information service

020-675 4411, ticket reservations

020-671 8345)

Beurs van Serfage Sat: Mikhail

Rudy plays Rakhmaninov's First

Piano Concerto with Amsterdam
Promenade Orchestra, in a
programme including works by Gade
and Zemlinsky (020-627 0466)

ANTWERP
Tomorrow at deSfngal: Don Byron

Sextet plays Latin jazz. Fri in

Carolus Borromeus Church: Philippe

Herreweghe conducts Collegium

Vocale in MonteverdPs Vespers.

Sat: Gabrieli Consort and Players

play Monteverdi. Sun afternoon at

deSingef: Stefan SoJtesz conducts

Flanders Opera Orchestra and

Chorus in Mahler's Second
Symphony. Sun and Mon in St

Augustinus Church: Monteverdi

madrigals with Concerto Itsriiano

and Cantus C6Un (Antwerp 93:

information from Grate Markt 29,

B-2000 Antwerp, tel 03-226 9300:

tickets from Tele Ticket Service tel

070-233233 or in person at Fnac,

Groenptaats. Antwerp)

BRUSSELS
Monnaie Thurs, Fri, Sat Achteriand,

ballet by Belgian experimental

choreographer Anne Teresa de

Kaersmaeker. Sep 11: opera season

opens with first of a series of

concert performances of Fldello

(02-219 6341)
Palais des Beaux Arts Sat: Stefan

Soitesz conducts Flanders Opera

Orchestra and Chorus in Mahler's

Second Symphony. Sure Antonio

Pappano conducts Orchestra of

the Monnaie in works by Beethoven

and Richard Strauss, with violin

soloist Thomas Z&hetmair (repeated

in Antwerp next Tues), Next Mon:

Philippe Herreweghe conducts
Collegium Vocale in Monteverdi's

Vespers. Next Tues: Gidon Kremer
and friends. Sep 11: Simon Rattle

conducts CBSO. Sep 13: Maurizio

Pollini (02-507 8200)

CHICAGO
RAV1NLA FESTIVAL
Tonight's drumming concert is by
VJnx. Tomorrow. Thurs, Fri, Sat
Hubbard Street Dance Company
presents two programmes, including

choreographies by Twyla Tharp and
Daniel Ezrafow. Sun: Bramwell
Tovey conducts Ravin ia Festival

Orchestra and Chicago Symphony
Chorus in Gilbert and Sullivan. Next

Mon: Tchaikovsky night End of

season (312-728 4642)

CHICAGO SYMPHONY
The new season at Orchestra Hall

opens on Sep 17 wfth the first of

four performances of Verdi's

Requiem conducted by Daniel

Barenboim, who also directs three

other programmes in late September
and early October (312-435 6666)

CHICAGO LYRIC OPERA
The 1993-4 season at Civic Opera
House opens on Sep 18 with La

traviata staged by Frank Galati and
conducted by Bruno Bartaletti, with

a cast led by June Anderson,
Giuseppe Sabbatini aid Dmitri

Hvorostovsky. Massenet's Don
Quichotte is revived on Sep 26 with

Samuel Ramey in the title role, and
Carlisle Floyd's Susannah receives

its first Chicago staging on Oct 9

(
312-332 2244

)

GHENT
After five yeans of renovation,

Ghent's opera house reopens on

Thurs with a gala concert conducted
by Stefan Soitesz, featuring the

Flanders Opera Orchestra and
Chorus, the City of Birmingham
Symphony Chorus and soloists Hilde

de Groote and Anne Gjevang. The
programme is devoted to Mahler's

Second Symphony (repeated in

Brussels on Sat evening and
Antwerp on Sun afternoon). Staged
opera productions in Ghent resume
on Sep 23 with the first of four

performances of Verdi's Otello

(091-225 2425)

UNZ
This year’s Bruckner Festival runs

from Sep 11 to Oct 3. The opening
performance of the Eghth
Symphony will be given by the

Bavarian Radio Symphony Orchestra

conducted by Lorin Maazal. Other
visitors include the Hilliard Ensemble
with choral music by Bruckner. Part,

Purcell and Cage; \ Solisti Veneti

with works by Respighi and
Wotf-Ferrari; and Russian pianist

Lazar Berman. Horst Stein conducts
the Bamberg Symphony Orchestra
in Bruckner's First Symphony,
Philippe Herreweghe conducts La
Chapelle Royals in Bruckner's Mass
in E minor with wind
accompaniment, and the final two
concerts are given by the London
Philharmonic under Franz
Weiser-Most (Brucknerhaus-Kasse,
Untere Donaulfinde 7. Postfach 57,
A-4010 Unz, tel 0732-775230)

VIENNA
OPERA
The new season at the Staatsoper

begins tomorrow with Aida starring

Aprils Millo (repeated on Sat and

next Thurs). The opening week also

includes Madama Butterfly with

Catherine Maffltano and Die

ZauberflOte. A cycle of Wagner's
Ring conducted by Donald
Runnlctes begins on Sat, wfth a
cast including Robert Hale,

Hildegard Behrens, WaJtraud Meier,

Poul Bming and Wolfgang Schmidt
(0222-51444 2955). The
Schlosstheater at Sch&nbrunn has
two Mozart productions, Le nozze
di Figaro and a double bill, daily

except Mon and Tues till Sep 18
(0222-677 3136)

CONCERTS
Yuri Temirkanov conducts foe St
Petersburg Philharmonic Orchestra
in works by Brahms and
Tchaikovsky tonight at Konzerthaus.
Daniel Barenboim conducts the

Vienna Philharmonic In works by
Strauss and Tchaikovsky on Sun
morning at the Muslkvereln
(0222-4000 8410). The VPO’s first

subscription concerts of the new
season are conducted by Riccardo
Muti on Sep 18 and 19. Alfred

Brendel gives a Beethoven recital

on Sep 21 (0222-505 8190)

WASHINGTON
• Cellophane Xerox: Frederick

Gaines' play explores the legacy
of Kent State, Ohio, In 1970, when
the National Guard was ordered
to shoot at students protesting
against foe Vietnam war. Opens
tomorrow, till Sep 19 (George Mason
University Center for the Arts
703-993 8888)
• The Kentucky Cycfe: Robert

Schenkkan's tale of three families

who settle, feud and die for the hills

and hollows of eastern Kentucky.

The play, divided into two parts

played on separate evenings, spans

200 years of American history, with

a cast of 20 portraying 72 roles.

Daily except Mon till Oct 23
(Kennedy Center Eisenhower Theater

202-467 4800)
• Jesus Christ Superstar: Andrew
Lioyd Webber's musical, daily till

Sun (Wolf Trap, 1624 Trap Road,
Vienna. Virginia. 703-218 6500)

• Phantom of the Opera: Andrew
Lloyd Webber's musical, directed

by Harold Prince. Till Oct 2
(Kennedy Center Opera House
202-467 4600)

ZURICH
OPERA
The 1993-4 season at the
Opemhaus opens tomorrow wfth

a revival of Tony Palmer's
production of La forza del destino

conducted by Eliahu Inbal. with a
cast led by Mara Zampieri and
Giorgio Zancanaro. The opening
week also includes Bob Wilson’s
production of Lohengrin and II

barbiere di Slviglia. The first new
production is Henze's Der Prinz

von Homburg, opening on Sep 12
with Thomas Hampson In the title

role (01 -262 0909)

CONCERTS
Yuri Ahronovich conducts foe
Tonhalle Orchestra in works by
Tchaikovsky and Prokofiev on Fri

at the Tonhalle, with piano soloist

Vladimir Krainiev. Gerd Albrecht
conducts foe Czech Philharmonic
next Mon in works by Dvorak and
Mendelssohn. Alfred Brendel gives

a Beethoven recital on Sep 19
(01-261 1600)

skipping (yawn); bet a man on
a monocycle skipping on ice -

now that’s entertainment. The
performance is sugary in the

extreme, hot its expertise and
physical precision hold the
interest, and yon expect some
camp in a tent

I only closed my eyes once
tn Jim Rose's tent, erected on
Carlton Hill with its stunning
views over Edinburgh. That
was when the Torture King
pat needles through his eyes.

Bat it is all done against a
backdrop of Rose’s genially

hysterical commentary which
by the end bad convinced me
with its mock Gothic that at
least some of the bodily defy-

ing deeds were tricks. This
“circus of the scars" was in Its

way as camp as its rival in The
Meadows.

Antony Thcmcroft

ARTS GUIDE
Monday: Berlin. New York
and Paris.

Tuesday: Austria, Belgium,
Netherlands, Switzerland,

Chicago, Washington.
Wednesday: France, Ger-
many. Scandinavia.
Thursday: Italy, Spain,
Athens. London. Prague.
Friday: Exhibitions Guide.

European Cable and
Satellite Business TV
(AH times are Central Euro-

pean Time)

MONDAY TO THURSDAY
Super Channel: European
Business Today 0730; 2230
Monday Super Channel:
West of Moscow 1230.

Super Channel: Financial

Times Reports 0630
Wednesday Super Chan-
nel: Financial Times
Reports 2130
Thursday Sky News:
Financial Times Reports
2030; 0130
Friday Super Channel:
European Business Today
0730; 2230
Sky News: Financial Times
Reports 0530
Saturday Super Channel:
Financial Times Reports
0930
Sky News: west of
Moscow 1130: 2230
Sunday Super Channel:
West of Moscow 1830
Super Channel: Financial
Times Reports 1900
Sky News: West of

Moscow 0230; 0530
Sky News: Financial Times
Reports 1330; 2030
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As President Bill Clin-

ton returns to Wash-
ington this week after

his seaside holiday,

domestic and economic prob-

lems, such as the ambitious
reform of the healthcare sys-

tem or the passage of the
North American Free Trade
Agreement, loom largest on his

agenda for the autumn.
But the clocks are running

on a more international task,

the transformation of the
Atlantic alliance to meet a new
set of needs and perils after the
end of the Cold War.
One clock is of Mr Clinton's

own setting: the summit of the
North Atlantic Treaty Organi-
sation scheduled for January
10. called at the US’s request,

demands an effort to spell out
a new future for the alliance.

Ticking more insistently,
however, is the festering disas-

ter that confronts Nato and the
world community in Bosnia.

IT Bosnia is the model for the
kind of regional and ethnic
conflict that will replace the
monolithic threat of the War-
saw Pact in Nato’s strategic

planning, it has posed uncom-
fortable questions that have
received few good answers.

“It Is a terrible model but it

is the first one," commented
Mr Helmut Sonnenfeldt, a
scholar at the Brookings Insti-

tution in Washington and for-

merly a senior foreign policy

official in the Nixon and Ford
administrations
Mr Sonnenfeldt is one of

many observers who join Gen-
eral John Shalikashvili, the
Supreme Allied Commander in

Europe who has just been
appointed to the nhairmanchip
of the US Joint Chiefs of Staff,

in arguing that Nato has, at

least on the technical and mili-

tary level, done wen in the face

of the Bosnian crisis.

"On a military level the insti-

tution has performed very
effectively. What has not hap-

pened are the political deci-

sions that trigger action,” Mr
Sonnenfeldt said, pointing to

the plans drawn up, but never

implemented, for the policing

of the Vance-Owen peace plan

as well as for air strikes

against the Serbs.

Colonel Don Snider, director

of political-military affairs at

the Center for Strategic and
International Studies, a Wash-
ington research centre, sees a
need for further changes to

Nato’s command structure and
conventional forces, but agrees

that the greatest challenge is

in the political area.

“The political transformation

of the alliance is not com-
plete,” he said.

In the search for a broader
political vision of the future of

Quest
for a

strategy
George

Graham on
the debates in

Nato over its

future shape
Nato, clear leadership has yet

to emerge from the govern-

ments of member countries,

and especially from the US: for

the moment, at least, the
debate is taking place mostly
among academics.

One contribution to the
debate, by Messrs Ronald
Asmus, Richard Kugler and
Stephen Larrabee or the Rand
Corporation, a California-based

think tank, is published today

in the journal Foreign Affairs.

The authors have worked
closely with Senator Richard
Lugar, the Indiana Republican
who is one of the few members
of Congress to have grappled

with the issue, and who has
trademarked the catchy phrase
“out of area or out of business”

Clear leadership
of Nato has yet to

emerge from
member

governments,
especially the US

to summarise Nato's dilemma

They argue that Nato desper-

ately needs to address the con-

flicts along its southern and
eastern flanks if It is not to

become irrelevant, and spell

out six political steps they see

as necessary “to forge a new
transatlantic bargain”.

The first is “to transform
Nato from an alliance based on
collective defence against a
specific threat into an alliance

committed to projecting
democracy, stability and crisis

management in a broader stra-

tegic sense”.

Nato also needs a more har-

monious balance between the

US and Europe and a strong

Germany folly participating in

the alliance.

Asmus, Kugler and Larrabee
also urge a constructive secu-

rity relationship with both

Russia and the Ukraine, and a
co-ordinated strategy for the
integration of Poland, Hun-
gary, the Czech Republic and
possibly Slovakia as members
of the alliance.

The call for Nato to extend
its membership to the east is

now widely echoed in US aca-

demic circles, though hotly
contested in the same issue of
Foreign Affairs by Mr Owen
Harries, formerly a senior Aus-
tralian diplomat
Poland last week renewed its

urgings to Nato to make a for-

mal statement that it viewed
the country as a future mem-
ber after President Boris Yelt-

sin of Russia declared Polish
membership would not be con-
trary to Russia's interests.

But although the proposal is

gaining ground in the US Con-
gress, where Senator Lugar
has warmly endorsed it and
also among some German poli-

ticians, in the US administra-
tion ideas about “outreach” to

eastern Europe stop well short
of early Nato membership.
Most European governments,

meanwhile, are too preoccu-
pied with ensuring the US does
not leave the alliance to be
much interested in new mem-
bers.

Academics and think-tank
analysts in Washington 'com-
plain bitterly that the Clinton
administration is still a very
long way from formulating
anything like a comprehensive
approach to Nato's future -

although many are hopeful
that General Shalikashvili has

thought hard about the prob-

lem and may Inject a new
sense of urgency.
“Right now I don’t think

anybody in the administration

can tell you what they are
going to do at the Nato sum-
mit,” says Colonel Snider.

So far. haphazard defence
budget cuts in the US and
Europe have done more to

reforge Nato than any clear

strategic conception.

Because it was he who called

for the meeting - and because
his claim to leadership on the
world stage remains sparse -

Mr Clinton stands in particular

need of turning next January's

summit into a success
But if Nato continues to play

the grand old Duke of York In

Bosnia, marching its troops to

the top of the hill and then
marching them back down
again, it seems likely to he
seen to have failed Its first big

post-CoId War test - whatever
the effectiveness of its military

planning

If the Bosnian crisis contin-

ues to fester. Nato's perceived

failure there could cloud the

summit, and the alliance's

future.

T
he question of whose
pollution is producing
acid rain, causing
European forests to

wither and fish to die, is one of
the longest-running interna-
tional environmental disputes.
Offlcals from 36 countries
meeting in Geneva this week
will try to find an answer.
The issue is particularly sen-

sitive for Britain, which has
been accused of jeopardising a
United Nations-backed treaty
to curb the pollution. Britain's
refusal in 1985 to sign an ear-

lier agreement curbing sulphur
emissions, one or the leading

causes of acid rain, earned it

the tag of “dirty man of
Europe". The UK has found it

hard to shrug off the label,

despite introducing expensive
measures to clean up power
stations, the main polluters.

Now Britain's resistance to

the latest, more stringent tar-

gets proposed by the United
Nations Economic Commission
for Europe in Geneva, which
includes western and eastern
Europe as well as the US and
Canada, is drawing new venom
from its neighbours. Earlier

this month, , Mr Thorbjoem
Bemtsen, Norway's environ-
ment minister, hurled personal

abuse at Mr John Gammer, his

UK counterpart
The British reluctance is

prompted by the desire to pro-

tect the already shrunken
demand for British coal from
power generators. Tighter
emission standards might force

them to burn less British coaL
But some government officials

privately fear that the UK is

sacrificing its hard-won
environmental record for

nothing.

The programme to close
mines and to generate a
greater proportion of electric-

ity from gas means that the
UK may meet the proposed tar-

gets, in the same way that it

has now met the terms of the

1985 protocol it once resisted.

“The negotiating position on
acid rain is not taking account
of the actual run-down of the

coal industry.” according to

one observer of the talks.

International disputes over
acid rain first emerged at the

end of the 1970s when the

Scandinavians sought explana-

tions for why some of their for-

ests were turning brown. Add
rain is caused mainly by sul-

phur dioxide, which is emitted
when coal and oil are burnt
and by nitrogen oxides, emit-

ted by power stations and
transport. The acidity is gener-

ally slight
, “about the same as

a can of Coca-Cola”, says Pro-

fessor Ian Fells of Nottingham
University. But the gases,

sometimes dissolved in rain.

for acid rain
*

The UK's awkward diplomacy may be tarnishing
a hard-won record, writes Bronwen Maddox

Dilution measures
officii regj*

this claim, saying

Britain’s resistance

“lowfr torg^t for UK emis-

SI

fi5 officials afaoconowte

that fte principal

the British position in Cteneva

js the Department of Trade and

Industry’s desire to

British CoahaftCT

storm aroused by^us J^ s

pit closures. The DTI fears that

power generators would torn

to imported coal or shut down

ageing coal-fired power sto-

tonsprematurely rather than

fit expensive pollution-control

equipment.

S
ome independent fore-

casters endorse this

view. Mr Jim Skea,

energy specialist with

the Sussex University-based

Science Policy Research Unit,

says: “If the government

signed up to a 79 per cent

reduction by 2005. that would

probably be the nail in the cof-

fin for what is left of the Brit-

ish coal Industry.”

The DTI argues, though, that

its caution is warranted. Its

officials believe the decision

not to the 1985 protocol

was right at the time - a fall in

amiwinna during the 1980s was

hot anticipated.

But some officials in the UK
environment department point

oat that the dispute on targets

may be unnecessary. The
irony, they suggest. Is that

many coal-fired power stations

are sehadnled to be taken out

of commission only a few years

after the date set for pollution

reductions. Britain will then

see a further sharp fall in emis-

sions, and may, after all,

meet the toughest proposed

Pollution plight acid rain is causing Europe's forests to wither and its fish to die

nan travel thousands erf miles —

across national borders -

before being deposited, making
disputes particularly hard to
resolve.

Scientists generally agree
about the harmful effect of the

acid on water quality and fish,

and its role in corroding build-

ings. However, “there is more
doubt about the machanigm of
damage to trees - it can be
hard to itieingnish the effects

[of acid rain] from those of
drought", says Prof Fells.

The source of add rain is

clear, however. In Britain, coal-

burning power stations are the

main culprits, spewing out 72

per cent of total sulphur emis-

sions in 1990. They also dis-

charged 28 per cent of nitrogen

oxides in the same year,
though this is less than the

amount discharged by traffic.

Nevertheless, Britain’s emis-

sions have been falling because
the decline of heavy manufac-
turing has reduced industrial

energy demand, and there has
been a switch by domestic
users from coal and oil to gas.

Sulphur dioxide emissions

dropped from 6.4m tonnes in
1970 to 49m tonnes in 1980 and
3.5m tnnnim last year.
Emissions are now set to fan

further, partly because of the
need to fall intn lino with frhp

European Commission’s large

combustion plant directive, a
treaty covering power stations.

National Power, one of the two
main generators in the UK,
emitted t am tnnnes of sulphur
dioxide last year; it must halve
that level by 2003. PowerGen,
the second-biggest generator,

last year produced slightly less

than Lm tonnes of sulphur
dioxide and must cut levels to

669,000 tonnes by 1998.

These targets will be reached
by two routes. The first - fit-

ting old, coal-fired power sta-

tions with equipment to
remove sulphur and other pol-

lution - is expensive. Between
them, the generators expect to

spend more than £3bn on such
improvements during the
1990s. But power companies
find it cheaper to switch to

cleaner fuels such as
natural gas or imported
coal, which has roughly

half the sulphur content
The result erf these changes,

environment ministers say, is

that the UK wifi not only meet
the EC- directive on large
plants but also the teems, of
the 1985 United Nations treaty

it refused to sign. That predic-

tion bnMa fh-m
i ministers say,

despite the government’s deci-

sion this month to license the
net* of nrimnkinn dubbed tha

“world’s dirtiest fuel”.

Despite such optimism,
Britain is arguing in Geneva
that it would have difficulty

meeting the proposed terms.

The UK’s neighbours are press-

ing for it to make a 79 pm cent
cut in sulphur emissions on
1980. levels possibly by 2000.

Britain is countering with a
bid ofa 70 per cent cut by 2005.

Other countries derive the 79
per cent figure from the model
developed by the Austria-based

International - Institute for
Applied Systems Analysis, the
most-quoted of the three scien-

tific models used by the UN.
According to Ms Fiona Weir, of

Friends of the Earth, the envi-

ronmental pressure group.

If this is the. case, the UK
government's awkward diplo-

macy on acid rain will, for a

second time, have tarnished

the appearance of a respectable

environmental record. In the

meantime, by insisting on
keeping its options open,
Britain is dealing itself a diffi-

cult hand, and its neighbours’

frustration is unsurprising- If

“drittsekk" is the only insult

hurled at British rnMnat minis-

ters cm tiie road to a new sul-

phur protocol, and Norwegian
the only European language hi

which abuse is uttered, the

government may consider that

it has got off lightly.

{

REPUBLIC OF LEBANON
MINISTRY OF NATIONAL EDUCATION & YOUTH & SPORTS
COUNCIL FOR DEVELOPMENT AND RECONSTRUCTION

BEIRUT SPORT CITY
PRE-QUALIFICATION OF CONTRACTORS

The Government of Lebanon, represented by the Ministry of National Education &
Youth & Sports and the Council for Development and Reconstruction (CDR), invites

applications from suitably qualified building and civil engineering contractors to pre-qualify to

tender for the Rehabilitation and Construction of Beirut Sport City.

The Project will be financed by grants from Arab Countries. It will comprise the
construction of the following main elements :

a) A new Olympic stadium for 50,000 seated spectators and its auxilary services with an
approximate built area of 60,000m2 and about 27,000m2 buiit-area of stands.

b) A new swimming Olympic center comprising

:

1- an open swimming pool for 2000 spectators
2- an open diving pool for 1000 spectators
3- a covered swimming pool for training. All the above cover an area of around

13,500 m2

c) An administrative building with an approximate built-up area of 2000 m2
.

d) An open tennis center comprising :

1- a central court for 4000 spectators and their auxilary services
2- three other open tennis courts.

AH the above cover an area of around 10,000 m2

e) The rehabilitation of an existing indoor sports facility for 4000 spectators with an
approximate area of 7000 m2.

f) A turf dub with an approximate area of 1 0,000 m2

g) A hotel of 120 bedrooms.

h) The landscaping of the site (= 23 ha) consisting of the necessary network and
infrastructure (roads, parking areas, piazza, green area, etc...)

The construction period is programmed for 24 months.

The tender period will be from 2nd of January to 28th of February 1994.

Pre-qualification applications must be on the basis of the pre-qualification document
prepared by the Coundl for Development and Reconstruction, which will be available at the
CDR offices against the sum of U.S.$ Three Thousand (3000 $) effective September 1 , 1993
at the following address

:

Council for Development and Reconstruction
Tallet El-Serail

Beirut - Lebanon.

Deadline for returning the duly completed pre-qualification document with all relevant
supporting material is 12:00 noon (Beirut Local Time) on Friday 15/10/93.

LETTERS TO THE EDITOR
Number One Southwark Bridge, London SE1 9HL

Fsx 071 873 5938. Letters transmitted should be dearly typed and not hand written. Please set fax for finest resolution

No Elusions over Bundesbank
From Mr Allan Saunderson.

Sir, As the editor of the only

English-language newsletter
focusing on German monetary
policy I have to take issue with
your contention that it is

almost impossible for non-Ger-
man analysts to understand
what the Bundesbank is

about (“Bundesbank stays
tough”, leading article, August
27).

It is very simple really. The
Bundesbank has a legal man-
date to combat domestic Infla-

tion. Its 1957 constitution
makes no mention of cross-bor-

der responsibilities. And
domestic growth and employ-
ment are accorded considera-
bly lower priority. So why the

puzzlement as to Bundesbank
motives?
Two further points. First,

there is a growing case for

questioning if high nominal
short rates are, under the pres-

ent circumstances, the best
method of bringing German
money supply and inflation

.

back under control.

They are artificially inflating

time deposits (32.5 per cent of

M3) to the detriment of longer-

term forms of savings, and
they are inducing speculative
capital inflows that expand
overall domestic liquidity.

Second, non-German finan-

cial professionals constantly
overlook the fact that credit
policy decisions in Germany
are made by a Bundesbank
council consisting of 16 mem-
bers, each with one vote and
an individual political affilia-

tion.

Rate decisions are a matter
of high politics in both a parti-

san and a personal sense

within this closed forum -

whatever the Bundesbank
itself tries to maintain.

As long as many in the coun-
cil. including its current presi-

dent, continue to believe that

high rates are the solution to

unacceptably high Inflation,

the absence of cuts on July 29

and last week completely ful-

fils the Bundesbank's constitu-

tional mandate.
There are, however, signs

that a rethink of the current

high-rate policy is being kin-

dled by the newly appointed
senior Bundesbank officials,

particularly vice-president des-

ignate Johann Wilhelm Gad-
dum.
Such arguments have yet to

win the hearts and minds of
the coundl majority. But we
believe that they will do so
well before the end of the year.

Allan Saunderson,
editor.

The Old Continent newsletter.

FrankfurterAUgememe Zettung
Information Services,

D-60267 Frankfurt/Main,
Germany

From At DA A Fagandmi.
Sir In your leader of August

27 you point belatedly to the
fact that the financial world is

overwhelmed by English-
speaking analysts and com-
mentators. Nevertheless, your
standpoint remains unchanged
as you try to interpret the poli-

cies of the German central
bank.
You continue to underesti-

mate two considerations that

influence the Bundesbank’s
decisions over and above its

current statutory duties: first,

that if there is to be a gfagia

European currency it will have
to be indistinguishable from
the D-Mark; and second, that

the central bank responsible
for a European currency will

have to demonstrate - and be
able to defend - its indepen-
dence. not only from politi-

cians but above all from the
market

It is obvious that the attitude

in Frankfort is that, if possible,

no significant redaction in
base rates should occur under
market pressures and that, for

as long as thunder continues to

roll in New York and London,
such corrections will be
resisted. Too much is at stake..

It should be equally obvious
that a majority of continental
politicians are under no illu-

sions. There is a deep-seated, if

unstructured, demand for a
higher degree of unity; it may
be naive but it is a political

reality that the UK has never
fully appreciated.

Matters would be quite dif-

ferent if the Cohorts Of English-

speaking analysts could point
to decades erf successful eco-
nomic management where
their advice was taken seri-

ously.

Regrettably that is not the
case. Those with whom we
have felt most comfortable in
the marketplace will always
have the strength to safeguard
their dollar.

Sterling, our once proud
unit, will be left to its fate, and
we to ask ourselves how that
came about No reasons are to
be found is any ofthe memoirs
of our politicians.

D A A Fagandtni,
6 Alleyn Park,
London SJS21 SAE

Go for less

accuracy in

forecasts
From Mr Ernest JFreyhan
Sr, July’s lower than expec-

ted public sector borrowing
requirement figure (not,

please, “number”) followed
hard on the beds of last year's
lower than estimated current
account deficit Once again,
this underlines the precarious-
ness of short-term economic
forecasts. And because of the
growing likelihood of a lower
than budgeted PSBR out-turn
for the current financial year
as a whole, it also points to
inaccuracy in long-term fore-

So why can’t forecasters take
the hint and hedge their bets
more safely by forsaking the
dare-devilry of decimal-point
precision, in favour of nothing
more ambitious than half, or at
most quarter percentage-point
gradations only? (As if the dif-
ference between actual or fore-
cast L2 1 and L3 per cent gross
domestic product growth was
at an maaningfi]]

y
Let them remember, first,

that the greater the accuracy
aimed at, the poors- the accu-
racy likely to be achieved
quite apart from the
ncketiness of underlying

- Second, let awareness of
feffibfllty encourage more

bumfl^y on their part and les
gullibility on oars -

'

admittedly, tail orders.
Ernest J. Freyhan,
65 Vincent Court,
Bell Lane,
Hendon.
London NW42AW

bott

Satellite and cable offer excellent choice
From Mr Alan Burkitt-Gray.

Sir. So who does have origi-

nal programming on television

these days, Christopher Dunk-
ley could have asked before he
savaged cable and satellite

channels (“Scrambled Sky at a
premium”, August 25).

Look at the schedules for

that day. At peak time. 9.30pm,
all four terrestrial channels
had repeats. Of course they
also produce lots of their own
material. So, in time, will the
cable and satellite channels in
the UK - just as, for example.
Discovery’s US parent is doing
after only a few years in busi-

ness. It already has fresh pro-

gramming: last month it

showed the four-part series,

The Dinosaurs, later repeated
by Channel Four.
Both Sky News and CNN

International carry original
programming of the most
expensive kind all day (mdad-
ing FT Reports). I. for one,
would not be without them.
Meanwhile, this weekend the
cable and satellite sports chan-
nels had live cycling, motor

;

racing, motorcycle racing,

'

horse racing, golf, tennis, ath-
letics, soccer and rugby league.

Not to my taste, pshaps not to

Mr Dunkley’s. But to offer'

such programmes is hardly

“repackaging parasites”.
What is wrong with repeats,

anyway? The BBC has revived
a 19609' cult by digging out
Ihunrierbirds and today It Is
dedicating the whole day to a
celebration erf that decade, fa
thfa very different from having
Sunday’s choice of The Six
Wives of Henry VTO and Oliver
Twist on UK Gold, Brighton
Rock and Loot on Bravo?
ai«w Burkitt-Gray.

editor.

Cable Si Satellite Communica-
tions International,

J0# (Sty View,

463 Bethnal Green Road,
London E2 9QY

Pre-electioi
tax cuts are
same old st
Fran IfoGeyoe Walker.

Sir, Why should I
front-page headlines w
government plans to
*“* next general elect!

out the prospect

^farrtthur what they

Geyve Walker.

Wow©**

f i

ThTR,
Penrith,

Cumbria,
CAI0ZLR
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Scientists
and supply
warnings about ftp in
Britain's science base - and the
dire implications for the country's
competitiveness - have been a fea-
ture of the British Association
annual meeting for at least three
decades. A particular theme this
Tear at Keele is that the UK is
producing too few trained scien-
tists and breeding a scient-
ifically illiterate younger
generation.

The sharp decline in numbers

l
talcing science A-levels is causing

a 1 alarm. So is the glaring contrast
between empty {daces on univer-
sity science courses and serious
overloading in the arts and social
sciences. And in the background
is a sense of anticlimax following
the science white paper three
months ago; although it contained
some good ideas, the government
has not buQt on the opportunity it

created to lead the case for British
science.

The debate about how to attract
more blight young people to the
subject - and at the same Hrpn
increase public understanding of
science - contains so many
strands, knitted together by so
many people over such a long
period, that it is sometimes hard
to diagntni^gip prejudice, anecdote
and special pleading from soundly
based argument
For example, it it ware true as

alleged that the British education
system had systematically, over
many years, produced fewer scien-
tists than business and arartornia

needs, there is no doubt that their
price would rise. And yet evidence
from the UK job market points to

a higher graduate unemployment
rate in science than in arts and
yields abundant evidence of poor
salaries in scientific research.
Manifest shortages do exist, but
only in well-defined areas, such as
top quality pharmaceutical scien-
tists for the drugs industry.

Fundamental issue
There does not seem to be too

much point in increasing the sup-
ply of scientists, if there is no
demand for them. But that, of
course, raises the question of
whether Britain is using as many
scientists as it should.

Apart from the fundamental
issue of the relative size of Its

research and development effort,

where Britain lags, there is the

well-documented shortage of sci-

entists in the upper reaches of

management In British compa-
nies, as well as in the public sec-
tor. Research recently sponsored
by the Economic and Social
Research Council suggests that
companies perform better if they
have senior managers with scien-
tific backgrounds.
Here the government is in a

PpSiUon to help - by making fop
ova service give a higher priority
to science graduates when recruit-
ing administrative trainees. This
might also improve government's
skill in handling the wide range of
policy issues that touch on gwgirg
and technology, from reprocessing
nuclear waste to investing in new
trains for British Rail.

Primary focus
On the supply side, action is cer-

tainly needed at all levels of the
educational system, with perhaps
a primary focus upon the 11 to 15
age range. Strong anecdotal evi-
dence suggests that many older
scientists working today were
inspired originally by excellent
science teaching in the early years
of secondary school Those teach-
ers have retired and their succes-
sors are, on the whole, less inspir-

ing; so the current generation of
schoolchildren is being tinned off
science by dull lessons that seem
both pointless and more difficult

than other subjects. The govern-
ment's bursary scheme for trainee
science teachers is beginning to
turn the tide here, but better
financial incentives are still

required to attract good scientists

to teaching.

Further up the educational lad-

der, science would benefit from a
broadening of the A-level system,
so that all candidates studied at
least one arts and one science sub-

ject to the age of 18. It should be
recognised that such a change
would increase the teaching bur-
den on universities; most science

students would start off knowing
less than someone today with
maths, physics and chemistry at
A-IeveL It might even be neces-

sary to add an extra year to
many three-year undergraduate
courses.— -Change to the-A-fevel system is

something which the government
has vigorously resisted for years,

ff It Is serious about bringing sci-

ence and scientists to greater
prominence in education and busi-

ness, it will have to change its

mind.

Time for unity

in Nigeria
UNLESS NIGERIA’S civilian

leaders settle their differences, the

grip of the military will tighten

and the country's crisis will

deepen.

The promise by Chief Mosbood
Abiola to return to Lagos this

week and claim the presidency
denied him is dangerous and
impractical. The bellicose

response from Chief Ernest Shone-

kan’s new interim government,
equating such an act with insur-

rection, amacks of a military dik-

tat. Neither serves the interests of

80 million anxious Nigerians.

United the two men are better

placed to demand that the mili-

tary fulfill its promise to hand-

over to civilian rule; divided they

may provide General Ibrahim Bab-
awgida with a pretext to return.

The general, who ostensibly

stepped down last Thursday as

Nigeria’s military leader, has left

a dangerous legacy. The new
interim civilian government has

little popular support, and toe mil-

itary regime behind it is divided.

Babangida loyalists wish to extend

military rule, some officers are

anxious to return to barracks,

while others believe it is their

turn to plunder state coffers.

Meanwhile the economy contin-

ues Its rapid deterioration. The
country’s structural adjustment

programme has lapsed, and
mounting arrears push external

debt towards S34bn, well beyond

the country's capacity to service.

A general strike called in support

of Chief Abiola paralyses Lagos
pnA threatens to disrupt vital oil

exports. Last week’s announce-

ment of a ten-fold increase in the

price of a new premium grade of

petrol coincided with a nation-

wide shortage of the lower grade

fuel. Infuriating the public and
risking massive protests when the

holiday weekend finishes today

Confronted by the country’s worst

crisis since the Biafran civil war

In the 1960s. cirilian politicians

are split into two camps.

Pragmatic argument
One supports the interim gov-

ernment led by Chief Shonekan,

albeit with generals in charge, but

has promised fresh elections ny

March next year. The other insists

that Chief Abiola's victory m the

annulled June presidential poll be

put into effect

Both have a case. The former is

based on the pragmatic argument
that civilians must make the best

of the army's terms: the latter

rests on the principle that the

electorate’s verdict should be
respected, and maintains that the

army's record of broken promises

warrants confrontation.

Ethnic rivalries

But underlying a division over

tactics are tense ethnic rivalries,

with the Yoruba south lining up
behind Mr Abiola, and the Hausa-

Fnlani north seeking a second
chance to win the presidency.

Before Mr Abiola risks a con-

frontation that could split the

nation, Mr Shonekan should be

given time to show that his alter-

native could work. Admittedly
there is good reason to be scepti-

cal The previous interim govern-

ment was also led by Mr Shone-
kfln. Within weeks it became clear

that the civilians were powerless.

Nor does the new cabinet

inspire confidence. It includes a

minister of information who
enthusiastically endorsed the

recent harming of several newspa-

pers. The proposed minister of

planning is a vociferous critic of

the economic reforms Mr Shone-

kan tried unsuccessfully to revive.

If Nigerians are to be convinced
that this time round things are

different, he has to act swiftly. He
has already taken some first steps,

persuading toe military to shorten

the transition period from IS to six

months. Over the weekend he
released jailed journalists and
human rights campaigners. He
should follow this by lifting the

newspaper ban.

But above all he should seek an
accommodation with Chief Abiola.

in which together they keep up

pressure on the military. The chief

should be guaranteed safe passage

when he returns home, together

with the right to contest the

March election. In return Mr Abi-

ola should suspend his threat to

form a Lagos-based government

The generals may object: in

which case the interim govern-

ment is exposed as a sham, and

Nigeria's prospects are bleak

indeed. But in the meantime Mr
Shanekan annd Mr Abiola owe it

to their country to exchange olive

branches, not epithets. The sooner

the two men find common cause,

the better the chance that democ-

racy will finally come to Nigeria.-

J
ericho, for all that its name
resonates with history, now
seems just another sleepy,
dusty Palestinian town in the
Israeli-occupied part of the
Jordan valley. But if an

extraordinary deal hammered out
In secret by Israeli and Palestinian
representatives in recent weeks
becomes reality. It may Just be in
for something of a revival.

If It is consummated and imple-
mented, Israeli troops will withdraw
from the Jericho area and from the
Gaza Strip, both of which they have
occupied since the six-day war of
June 1967. For the first time since
the foundation of the state of Israel
in 1948, their Arab inhabitants will
be allowed substantial control over
their own affairs as part of a five-
year interim arrangement for Pales-
tinian self-rule.

And with a lot of luck, a conflict
that has claimed thousands of lives
and. several times brought the world
close to war in the past 45 years will
have taken a small but momentous
step towards resolution.

A signed accord between Israel
mid. the Palestinians would itself be
of enormous psychological signifi-

cance. especially if it entails mutual
recognition between Israel and the
Palestine Liberation Organisation, a
body that Israelis have grown used
to excoriating as a terrorist group
bent on their destruction. Progress
in Israeli-Palestinian talks could
also trigger movement in separate
peace negotiations between Israel
and Syria, which could - eventually
- open the way to a comprehensive
Middle East peace agreement.
These developments would have

seemed all but inconceivable even a
few weeks ago. The Arab-Israeli
peace talks launched in Madrid in
October 1991 had dragged on for 22
months with little tangible sign of
progress, and no sign of prepared-
ness by the Israelis or Palestinians
to budge from long-entrenched posi-
tions. Now, all of a sudden, almost

Even a summit
meeting now seems
possible between the
dour Mr Yitzhak
Rabin and Mr
Yassir Arafat

Peace plan poised
on a hair trigger

Julian Ozanne and Andrew Gowers on the potentially
momentous outcome of secret Israeli-PLO talks

anything seems possible - even,
someone suggested yesterday, a
summit meeting between Mr Yit-

zhak Rabin, Israel's dour, growling
prime minister, and Mr Yassir Ara-
fat, mercurial chairman of the Pal-

estine Liberation Organisation.

Small wonder that seasoned Mid-
dle Eastern observers were yester-

day reeling in disbelief - or that
sceptics were pointing to the many
hurdles that have still to be sur-

mounted.

N ever In the 22 months of
the Middle East peace
process have minds been
more wonderfully con-

centrated. To its advocates, the
"Gaza-Jericho first" proposal offers

for the first time the prospect of
Palestinian autonomy in the lands
occupied by Israel in 1967. To its

opponents, it is a "catastrophe”, in

the words yesterday of Mr Abdul
Aziz Rantisi, the exiled leader of
Hamas, the Palestinians’ militant

Islamic movement The next few
weeks will show whether Mr Ran-
tlsi and other reject!onists can
avert this “catastrophe”.

For the moderate Arab govern-

ments who have pressured the Pal-

estinian leadership to agree to this

first limited form of autonomy, the

"Gaza-Jericho first** proposal is the

start of the endgame. Mr Amr
Moossa, the Egyptian foreign min-
ister, welcomed the proposed deal

as such yesterday, saying any with-

drawal of Israeli forces from occu-

pied lands was welcome, though
only so if it was the first step in a
greater disengagement
Bat the rejectionists within the

Palestinian fold signalled their pro-

found distaste for a deal which
they see as a sell-out by a belea-

guered Mr Yassir Arafat chairman
of the Palestine Liberation Organi-

sation. Can organisations such as

What has stimulated toe current
anticipation is the fact that Israel -
in toe person of Mr Shimon Peres,
the country's veteran foreign minis-
ter - and the PLQ have already
apparently reached an outline
agreement. According to Israeli and
Palestinian officials, the document
was finalised at a secret meeting
last week in Norway between Mr
Peres and Abu Mazen, the PLO offi-

cial responsible for peace talks. It is

expected to be signed formally at

the Washington peace talks, which
enter their eleventh round this
week.
Many of the most difficult and

sensitive details remain obscure.
But what is known is that it out-
lines a comprehensive plan for a
five-year period of interim Palestin-

ian self-rule in the West Bank and
Gaza Strip, two or three years into
which “confidence-building” phase,
talks about the final status of a

Palestinian “entity”, probably in

confederation with Jordan, will

begin.

At the heart of the agreement is

the so-called “GazaJericbo First"
plan which envisages an Israeli mil-

itary withdrawal from the Gaza
Strip and from a hitherto undefined
enclave around Jericho. Gaza, a 360
sq km sliver of land, is home to

780,000 economically deprived Pales-

tinians, many living in sprawling
squalid shanty towns. A Palestinian

elected interim authority will

assume full control over Palestinian

affairs in Gaza-Jericho but its pow-
ers will fall short of a Palestinian

mini-state. In the rest of the occu-
pied West Bank, excluding east
Jerusalem, the Palestinians will

have lesser powers over their
affairs.

v
There are sufficient uncertainties

to warrant caution about whether
the deal will stick. The extent of

Israeli withdrawal, for example,
remains unclear. The PLO has said

the agreement provides for a full

withdrawal of Israeli troops and
military administration. Jerusalem
says the agreement means a troop

redeployment away from the popu-
lation centres in Gaza-Jericho but
leaves toe Israeli army with a secu-
rity role for settlers in Gaza and for

the critical road between Jerusalem
and the .Allenby bridge border

Chronology of the conflict

^8 May 1948 - First Arab-Israeli war; Israel annexes large
* portions af proposed Arab state in Palestine.

1956 - Egypt nationalises Suez Canal. Israel attacks
Sinai peninsula, pushes towards canal. Anglo-French

^4* troops Invade Egypt Israeli, British and French forces
withdraw under US pressure.
1964 - Arab states create foe Palestine Liberation

Organisation.

A’ June 1967 - Six-day war: Israel attacks Egypt, Syria and
Jordan, captures Sinai Peninsula and Gaza Strip from

Egypt, the Golan Heights from Syria, and the West Bank and East
Jerusalem from Jordan.
November 1967 - UN Security Council passes Resolution 242, basis
for international efforts to secure a land-for-peace agreement, calling

for Israeli withdrawal, recognition of afi states in the area and a
refugee settlement.

1969 - Yassir Arafat (left) becomes PLO chairman.
October 6, 1973 - Egypt and Syria attack Israeli forces
in Sinai and Golan Heights on the Jewish feast of Yom
Kippur. The war is inconclusive.

October 22, 1973 - UN Security Council Resolution 338
calls for a ceasefire, implementation of Resolution 242
and immediate peace negotiations.

1974 - Arab states recognise PLO as sole legitimate

representative of the Palestinian people.

September, 1978 - Egypt, Israel and the US sign Camp
David accords, offering limited autonomy to Palestinians m occupied
territories.

1979 - Israel, Egypt sign treaty. Israel agrees to return

_ Sinai Peninsula to Egypt but keeps Gaza Strip.

1
June, 1982 - Israel invades Lebanon to drive out Pafes-

" - jf'tinlan guenfilas.

V r-'JyU December 1987 - Intifada (uprising) against Israeli rule
'

"*
** breaks out in West Bank and Gaza Strip.

November 1988 - Palestinians in exile declare own
state, Implicitly recognising Israel.

December 1988 - Arafat recognises Israel’s right to

exist and renounces terrorism.

April-May, 1991 - US seeks support for regional peace talks.

November 1991 - Madrid conference launches peace talks.

August 1993 - Israeli PM Yitzhak Rabin (top left) and Foreign Minister

Shimon Peres (bottom left) open talks with PLO.

crossing into Jordan. It is also

unclear whether Israel will agree to

FLO interpretations of the agree-

ment that as soon as the document
is signed the PLO leadership,

inducting Mr Arafat, will be able to

relocate to either Jericho or
Gaza.

Despite the doubts, however, the

agreement may be different from
the dozens of other peace plans that

have tittered the map of the Middle
East - partly through its design,

and partly as a result of the atmo-
sphere in which it has been con-

structed.

Mr Arafat, in particular, has been

under intease pressure to strike a

deal As a result it was the the FLO,
bereft of powerful friends, crippled

by internal dissension, mounting
criticism from extremists, and a

cash crisis, that played the key role

in bringing both sides to a draft

settlement

From Mr Rabin's point of view,

the deal is carefully crafted to

deflect potential domestic criticism.

Firstly, it leaves untouched the
largest potentially hostile commu-
nity - the estimated 120.000 Jewish
settlers in the West Bank. The most
directly affected settlers - the small
community of 4,000 in Gaza - have

United in disunity
Mark Nicholson and Lamis Andoni on the Arab mood
Mr Ahmed Jibril’s radical PFLP-GC
and Hamas, which has been the
main beneficiary within Gaza and
the West Bank of the long stale-

mate in the peace process, master
the force to stop the proposal? The
answer will lie partly in the hands
of the sponsors of these groups,
who have a habit of playing the
rejectionist card for their own ends
- most particularly Syria and Iran.

Very little is ever clear abont toe

strategy of Syria’s President Hafez
al-Assad. except that it involves

patience and caution. But he has
already shown willingness to rein

in rejectionist groups bis govern-

ment sponsors hi the interests or an
eventual peace. The recent decision

to lean on Hizbollah, toe pro-Ira-

nian and deeply rejectionist guer-

rilla group, after its attacks on
Israel prompted a week-long bom-
bardment of south Lebanon, was
the most telling example - and
seems to have cleared the air in the

Syria-Israel peace talks.

But whether Syria would be pre-

pared to act similarly with respect

to groups such as Mr JibrU's is

unclear. Equally, there is doubt as
to whether either Syria or Iran can
decisively control rejectionist

groups which have garnered
increasingly strong grass-roots sup-
port in the occupied territories.

Mr Assad is not in a strong posi-

tion to argue with them, given that

many Palestinians see him as has-

tening to conclude a “separate
peace" with Israel involving the

return of all or part of the Golan
Heights, captured by the Israelis in

the 1967 war. The Syrian leader’s

repeated assertions that he has no
intention of proceeding to a full

peace with Israel without them do
not cut much ice with Palestinians

mindful of the violent history of
their relations with Damascus.
Those who oppose the current

peace plan argue that once a lim-

ited autonomy deal is concluded,

Syria will move full-speed to a
broad normalisation of relations

with Israel. The result, say the crit-

ics, could be a matter of "Gaza-Jeri-

cho last" as well as first, with the

Palestinians having to settle for

exercising self-rule only in

those two small enclaves.
Syria’s attitude - and Jordan’s, a

country whose own peace deal with
Israel is all but done - may also be
influenced by toe way the present

proposal was reached substantially

without their consultation. Some
observers suggested yesterday that

this could prompt both countries to

take a harder line with Israel,

partly so as to resist pressure to

make greater concessions them-
selves. Both Amman and Damascus
were notably muted yesterday in

their response to the proposal.

Much will depend on the contents

of an eventual “Gaza-Jericho"
agreement If it appears to open the

way for direct linkage between an
interim period of Palestinian
autonomy and a final agreement -

one which would address the still

unresolved issue of the status of

Jerusalem - it would be hard for

either Syria or Jordan to hold out
against the PLO-negotiated deal.

But if opposition to the deal deep-

ens and widens, both within the

occupied territories and among the

hundreds of thousands of diaspora

long been told that they will even-
tually have to move.
Secondly the agreement has no

serious impact on Israel's borders
or its security arrangements.
Indeed, Mr Rabin can exploit wide-
spread enthusiasm for getting rid of
Israel's major security headache -
the Gaza Strip, which has long been
the scene of the worse Pales-
tinian attacks against Israeli
soldiers.

Thirdly the Israeli public has
become gradually accustomed to
the government talking to the PLO
- a move Mr Rabin argues was
implicitly sanctioned by the previ-
ous Likud government at the 1991
Madrid conference.

Nor - despite mounting accusa-
tions of betrayal from the right yes-
terday - does Mr Rabin need to
worry that the proposed deal poses
a threat to his coalition. For the
moment he has an unshakeable
majority In the Knesset of 67 votes
to 53. Although his coalition is frag-

ile owing to a continuing row with
a small religious party, the Knesset
coalition for peace is much more
solid.

A ll these factors have led

the government to
believe it has a window
of opportunity now to do
a deal with relatively

small concessions to the Palestin-

ians-

Its attractions to the Israelis are
many. It seems to contain PLO con-
cessions on the ultra-sensitive ques-
tion of who should control Jerusa-
lem, long claimed by Israel as its

“eternal and indivisible capital".
Also, the autonomy arrangements
for Gaza-Jericho provide maximum
reassurance: although the Palestin-

ians will have full internal powers
over education, health, economic
policy and housing over the esti-

mated 900,000 population of Gaza-
Jericho, Israel will continue to be
the predominant authority by vir-

tue of the enclaves’ dependence on
Israel proper. It is bound to exploit

this economic dependence to the
limit as a way of ensuring that the

interim Palestinian authority toes

the line.

But the agreement does have its

attractions for the 94 -year-old Mr
Arafat as welL It appears to deliver

a tangible and rapid step towards
Palestinian self-rule. And it should
allow the PLO to make a quick start

in tackling the deteriorating condi-

tions of Palestinians in the territo-

ries who have been drawn to the

Islamic fundamentalism of the
Hamas movement
The challenge is herculean. If the

PLO foils, Israel would have no rea-

son to cede control over any more
of the West Bank. If it succeeds in

Gaza-Jericho, however, the Palestin-

ian people may be on the road to

claiming a respectable portion of its

rightful inheritance.

Palestinians in Lebanon. Syria and
Jordan, then Jordan, m particular,

could decide to position itself for a
broader agreement giving it

greater control over the occupied

West Bank. Syria, too, might then
decide that it cannot peg its own
peace with Israel to an interim
agreement which proves to have
broad, grass-roots opposition
among the Palestinians.

The key, in both cases, will be

the degree of Palestinian opposi-

tion to toe agreement. Many inde-

pendent Palestinian groups, and
even many in the mainstream
Fatah group, have already voiced

doubts about “Gaza-Jericho".

Mr Arafat will have to demon-
strate to the Palestinian rejection-

ists that this deal will be tightly

linked to a comprehensive settle-

ment leading to a total Israeli with-

drawal from the occupied territo-

ries, and recognising toe right of

diaspora refugees to return.

Whatever else the "Gaza-Jericho"

proposal will achieve, it appears
already to have shifted the funda-

mental axis on which the peace
process will tarn. As Mr
Mohammed Sayed Ahmed, the

Egyptian commentator, noted yes-

terday: “We are no longer looking

simply at an Arab-Israeli confron-

tation - now the confrontation Is

within the Palestinian camp."

Observer
Black horse's

uncertain bet

Now that Barclays has roundly

trumped National Westminster,

bringing in 41-year-old Martin

Taylor, who beats Derek Wanless
by four years in the chief executive

youth stakes, the question of

succession at Lloyds recurs, both
men being a generation younger
than Lloyds' 61-year-old boss.

Brian Pitman, a wise old bird

who has avoided some of the

obvious pitfalls of the last decade,

will bow out in 1995. three years

after the bank's retirement age.

Inside favourites as
next-in-command include

51-year-old Paul Brown, and a
huimntari linguist, now beading
retail banking. Another
front-runner, David Pirrie, three

years his senior and in charge of

international and private banking,

was in 1986 tipped to run Standard
Chartered had that eccentric bid

gone through. John Anderson, boss

of Lloyds’ National Bank of New
Zealand, is also thought to be in

with a chance, even ifhis British

banking experience is limited.

None, however, is a sure-fire

custodian of Lloyds’ daunting
reputation as the UK’s
best-managed bank, so perhaps

it is time to search the younger
echelons. There are a coupla of

bright regional heads: Gordon Phil.

43, in charge of Thames Valley,

and Dennis Holt, 44. for the

south-west. Or perhaps Michael

Hepher, 49. who departed for British

Telecom two years ago, could be
lined back.
The real, but unlikely, trump

would be a female candidate.

Prominent as City regulators -

think of Frances Heaton of the

Takeover Panel or Rosalind Gilmore
at the Building Societies

Commission - women have yet

to breech the formidable terrain

of the senior clearing hank
hierarchies.

Nor is the current fed for

ex-journalists - Taylor but also

Rupert Pennant-Rea - a rich vein.

Sarah Hogg, ex-Telegraphjournalist

turned Number Tea policy unit

head, was an outsider as the next
Bank of England governor, but
running number three of Britain's

“big four" clearers might be a
come-down for one sometimes
assumed to be naming the country.

Saint Deng
Which world leader watched

60 of the 52 matches televised in

the 1990 soccer World Cup, is an
avid bridge player and saw his son
paralysed by being thrown out of
a window by his own guards?
Despite his public disapproval

or the cult of personality, Deng
Xiaoping, China's paramount
leader, has allowed the Chinese
taboo against publishing an account
of the life of someone still alive

to be infringed with the publication

"Do you have to bring your work
home with you?”

of his biography. Written by his

daughter, Deng Rong, it is now
being serialised in mass-circulation

Chinese newspapers.
But Rong’s rose-coloured prose

allows for no hint of scandal in

her beloved father's life. She
provides some details of his student
days in France - where he
developed decidedly bourgeois
tastes for wine, cheese, coffee,

bridge and his life-long interest

in soccer - and in Moscow.
Deng had three wives; the first

died in childbirth in 1930. the
second! left him after a political

disagreement in 1933, and the third,

whom he married In 1939, produced

Ove children. Roug is the youngest.

Having just turned 89, his

“meeting with Karl Marx" cannot

be for off: the tone of the book
suggests that Deng is moving from
the realm of earthly being towards

communist sainthood.

Grecian 900
Bosnian Serb leader Radovan

Karadzic, whose troops control

about 70 per cent of Bosnia, is not

a name usually identified with
peace and ethnic harmony.
So some surprise to see that the

Greek Orthodox Church has
appointed him a member of the

SOO-year-old Knights’ order of the

first rank of Saint Dionysius of

Xanthe for "his contribution to

peace in the world”.
However, the medal probably

says more about the
ever-blossoming Greco-Serbian
alliance than Karadzic's
contributions to humanity.
Serbian president Slobodan

Milosevic, a close friend of Greek
prime minister Mltsotakis, who
has lobbied for his Slavic

neighbour, is planning to visit

Greece early next month.

Risky business
Glad to hear bassoonist and

economist Bill Robinson has found
another opportunity to earn a crust,

three months after losing the

last one as special adviser

to Norman Lament.

Robinson starts work tomorrow
with London Economics, run by
John Kay and Nick Morris, where
his main task will be to extend the

consultancy's established

reputation in microeconomics into

the macro arena-

So how is the jobs market for

former advisers to sacked

chancellors? Working in a think

tank did not appeal - “I’ve done
that before at the Institute of Fiscal

Studies.” says the ever-affable

Robinson. And talk with three City

firm*; “did not work out".

Meanwhile, mil London
Economic's corporate clients be

prepared to pay good money for

forecasts of inflation rates and trade

deficits?

“We want to develop techniques

for macroeconomic risk

management," he says. “People

are a bit disillusioned with

forecasting."

Unchristian
A burglar rilling a house was

suddenly surprised by a voice

saying: "Me and Jesus are watching

you." Frightened, the burglar

swung his torch round desperately

until he spotted the culprit, a
parrot
Recovering his composure, the

burglar asked the parrot what it

was called. "Imogen," replied the

bird. “That's a silly name for a

parrot," said the burglar.

“Not half as silly as calling a

rottweiler Jesus,” chirped the bird.
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Bold initiative demanded to rescue monetary and economic union

Delors issues Maastricht warning
By David Gardner in Brussels

MR Jacques Delors. president of
the European Commission, has
issued a new call to arms to the
partisans of a federal European
union. He warned that unless a
bold “new initiative" emerges
quickly, the Maastricht treaty
and its envisaged economic and
monetary union will be a dead
letter.

“Why should ive hide it? If we
go on like this, there will be no
convergence in economic policies

and. consequently, no single cur-

rency. The commitments in the

Maastricht treaty will come to
nothing " Mr Delors told a week-
end meeting of his French Social-

ist supporters in Brittany.

The Commission president,
politically bruised by the year-

long delay in ratifying Maastricht
and the damage to the credibility

of the Emu project caused by this

month's near implosion of the

European exchange rate mecha-
nism, warned that Europe faced

sinking into decline through “the

absence of a broad and long-term

vision".

“This risk is so obvious in the

light of Europe's powerlessness

that one might well expect a star-

tled rebound on the part of cer-

tain heads of state and govern-

ment." Mr Delors said, in implicit

reference to the hopes now
placed in the EC's traditional

Bonn-Paris axis to get European
integration back on the rails.

The Commission president’s
wide-ranging speech was more
analytical than prescriptive, pep-

pered with references to the

“myopia and insouciance" of

some nationalist and “ultra-lib-

eral" EC governments which he
said saw Europe merely as a

giant free trade zone. He derided
the embryonic common foreign

and security policy contained in

Maastricht as a racing car with a
two-stroke engine, incapable of

handling a crisis like Yugoslavia,
even if a joint foreign policy
structure were already fully func-
tional.

He said that the EC's classic

strategy of "small steps forward"
had “reached its limits", and that

the time had come “to spell out
the political Europe that we
want”. This, he said, was “the

federal approach, which alone
sets limits to the powers of Euro-

pean institutions, and guarantees
the powers of the nation-states

and regions".

On Emu. he insisted there was
no remedy in reorganising the

ERM, “even if that in itself would
be welcome". The real danger
was in allowing further delay.

This remark squares with the

EC’s formal agenda of getting the

second stage of Emu - with a
European Monetary Institute as

forerunner to a European central

bank - set up by January. But
some observers and colleagues
yesterday saw Mr Delors' call as

encouragement for a mini-Emu,
with the EC's harder currencies

grouping in close monetary coop-

eration around the D-Mark, to

prevent the project evaporating.
Mr Delors' aides said his

speech was a broader plea for a
relaunch this autumn of EC inte-

gration. But officials from EC
Christian Democrat parties say
that talks on how to forge close

monetary co-operation between
Germany, France and the Bene-
lux countries began in the mar-
gins of the August 2 meeting
which decided to loosen the ERM
fluctuation bands to 15 per cent

Alphandery says France will

retain tight monetary policy
By David Buchan in Paris

THE French government
yesterday suggested - in highly
qualified terms - that its cau-

tious monetary policy was help-

ing to stabilise the economy,
despite the news that unemploy-
ment rose further to 11.7 per cent
in July, from 11.6 per cent the

month before.

Mr Edmond Alphandery’, the

economy minister, claimed that

“the hypothesis of [the economy]
emerging from the tunnel [of

recession] at the end of this year
or at the latest at the start of 1994

is far from unrealistic".

In his interview with La Tri-

bune newspaper, the minister,
evidently chastened In his public

pronouncements by the recent
monetary storms, said that after

the rate of decline in industrial

Israel agrees

to peace deal
Continued from Page 1

Mr Peres said yesterday Israel

could now recognise the PLO as

part of the deal if the organisa-

tion completely renounced vio-

lent acts and gave up parts of its

charter calling for the extermina-
tion of the Jewish state.

Once signed, the deal could
trigger progress on three tracks

of stalled bilateral peace talks

between Israel and Syria. Jordan
and Lebanon.

In Israel both Israeli and Pales-

tinian extremists accusing their

leaders of betrayal. Rightwing
parties in Israel's parliament
heckled Mr Peres yesterday as he
tried to explain the peace pack-

age and last night up to 2.000

rightwing demonstrators pro-

tested outside the cabinet meet-
ing.

Rightwing settler leaders
pledged themselves to a pro-

gramme of civil disturbances and
warned of more violent action.

production had slowed in the

first half of this year, “to all

appearances, we are therefore

now at the bottom of the cycle, at

a weak level of economic activ-

ity".

But with long-term interest

rates still slightly below those of
Germany, and short-term rates

again finding their pre-August
crisis level, the minister said the
government had no intention of
“changing the direction" of its

economic and financial policy.

The one lesson to draw from
the recent crisis of the European
exchange rate system was that

“economic convergence is a pre-

condition for monetary conver-

gence", Mr Alphandery said, in a
marked shift from the position

held by previous French minis-

ters during the Maastricht treaty

negotiations.

Continued from Page l

predicted. The round was
launched in 1986. but stalled in

1992 because of EC-US conflict on
farm trade reform.

The French push follows a

meeting last week between Mr
Edouard Balladur, France's
prime minister, and Chancellor

Helmut Kohl of Germany, when
Mr Kohl appeared to endorse
France’s call for renegotiation.

German officials have been at

pains since then to insist that the

German leader's comments were
misinterpreted. But the confusion
in their wake has led to specula-

tion that the EC might be forced

to renege on a deal that took a
year to negotiate.

Mr Peter Sutherland, the new
director general of the General
Agreement on Tariffs and Trade,

is expected to give a clear but
coded signal to France to modify
its position when he kicks off the

France's conversion to the

necessity for convergence with
Germany was reflected, Mr
Alphandery said, in the decision

by Bonn and Paris to work
together in preparing medium-
term budgetary plans.

Despite the claims of ministers

to see light at the end of the

economic tunnel, the government
itself has forecast that unemploy-
ment will keep rising until early

1994. It has moved to improve the

cash position of companies by
refunding their VAT payments
more quickly, but most are reluc-

tant to hire new workers until

they see real evidence of a pick

up in consumer demand.
Mr Alphandery said there was

now evidence of improvement in

the beleaguered construction sec-

tor, but admitted many sectors

were still in recession.

auLumn negotiations at a
top-level trade negotiations com-
mittee in Geneva today. He will

call for governments to exert

political leadership In the face of

pressure from lobbies.

Senior officials in Mr Kohl's
office yesterday reiterated that

Germany did not seek formal
renegotiation of the US-EC farm
agreement. They said the govern-

ment was aware that Blair House
could not be renegotiated, even

in parts, without putting the Uru-
guay round at risk.

A spokesman said the Blair

House accord had "neither been
signed nor finally signed ... It is

of great importance that this

agreement is compatible with the

EC common agricultural policy."

Mr Sutherland will meet Mr Kohl
in Bonn tomorrow to seek clarifi-

cation of last week's comments.
A meeting with Mr Balladur is

scheduled for next Wednesday.

|

People’s

Daily turns

to the party

to lift sales
By Tony Walker in Beijing

CHINA might be embracing
market socialism with Chinese
characteristics, but the rigours

of the marketplace are not for

the People's Daily, the Commu-
nist party newspaper.
Alarmed by a steep slide in the

paper's circulation, the party has
come up with a characteristi-

cally communist solution to the

daily’s woes.
Party officials throughout

China have been urged in a

directive to “pay attention" to

the paper's circulation.

The directive, published promi-
nently on the daily's front-page,

orders "all party branches"
throughout the country to sub-

scribe. It requires tbat the news-
paper be at the top of subscrip-

tion lists for all government
organisations, and instructs post
offices to promote the paper.

Under the headline “People's
Daily circulation most go op”,

officials have been told that, “to

promote and circulate the Peo-
ple's Daily most be taken as a
serious political task instead of
regular commercial work".
The party newspaper, which

features a stodgy diet of political

commentaries and uplifting
news, has been facing ferocious

competition from a flood of new
publications, including brighter

and breezier tabloids. Circnia-

tion has plummetted from a high
a few years ago of about 6m
copies to less than 3m today.

“People's Daily is the throat

and tongue of the central com-
mittee and of people of all.

nationalities.” said the directive.

“It is one of the main channels
that the cadres and broad masses
learn about the spirit or the cen-

tral committee and the State
Council [cabinet]. It is also an
important window through
which the outside world
observes and understands
China.”

France criticised over

stance on world trade

Europe today
Scandinavia will be mainly cloudy with
outbreaks of rain over Norway. Afternoon
readings will be below normal, ranging from

8C in the north to 17C in the extreme south.
Eastern Europe will be rainy and unseasonably
cold under a low pressure area. As the low
heads east, cooler air will move into the

Balkans with a local shower in the north. The
British Isles win have sunny intervals as high

pressure builds over the region. The Low
Countries, Germany and northern France will

have a mixture of clouds and sunshine with

moderate temperatures. Southern Europe will

be mainly sunny fflTd warm, with temperatures
reaching 35C In the southwest of Spain.

Five-day forecast
Law pressure will remain over northern and
eastern Europe. As a result, it will be mainly
cloudy with outbreaks of heavy rain at times.

Unseasonably cool conditions will prevail until

this weekend. The British Isles, the Low
Countries and northern Germany will have
some sunny intervals, but also showers,
especially later this week. Afternoon readings
wiH be below normal. South-western Europe
will be mainly sunny and dry, but south-
eastern Europe will have thunder storms at the
end of the week.

TODAY'S TEMPERATURES

FTWORLD WEATHER mmm v iib*

ftwtcasfa by Memo Comult of me riethertands

Mauimun Belfast fair 20 CarcOtf lab 21
Celsius Belgrade lab 23 Chicago thund 23

Abu Dhabi sun 42 Berlin rain 16 Cologne cloudy 18
Accra fair 28 Bermuda shower 31 O' Salaam tnund 27
Algiers sun 32 Bogota cloudy 18 Dakar shower 30
Amsterdam cloudy 18 Bombay cloudy 30 Dallas thund 31
Athens sun 28 Brussels fair 18 Delhi cloudy 37
B-Akes fair 14 Budapest thund IS Dubai sun 40
B.ham fair 21 C-hagen fair 17 Dublin ralr 20
Bangkok rabi 32 Cairo sun 40 Dubrovnik sun 25
Barcelona sun 27 Cape Town far 19 Edinburgh cloudy IB
Beijing fair 29 Caracas shower 30 Faro fair 29

Lufthansa, Your Airline.

Lufthansa
German Airlines

Frankfurt cloudy 20 Malta sun 29 Rio cloudy 24
Geneva fair 21 Manchester fair 20 Riyadh fair 42
Gibraltar sun 25 Mania shower 31 Rome sun 26
Glasgow cloudy 18 Mefaoume cloudy 18 S. Frsco fab- 27
Hamburg lair 17 Mexico City shower 19 Seoul shower 28
Helsinki cloudy 13 Miami thund 32 Singapore shower 31
Hang Kong lair 31 Milan fab- 27 Stockholm cloudy 12
Honolulu fair 31 Montreal fair 28 Strasbourg lab- 21
Istanbul fair 24 Moscow cloudy 13 Sydney fair 18
Jersey fair 18 Munich fab- 18 Tangier fax- 32
Karachi cloudy 33 Nairobi cloudy 2S Tel Aviv sun 37
Kuwait sun 46 Naples sun 27 Tokyo fab 28
L Angeles fair 25 Nassau shower 31 Toronto shower 25
Las Palmas sun 26 New York fab- 30 Tunis sun 31
Lima cloudy 21 Nice sun 23 Vancouver sun 24
Lisbon fab 32 Nicosia sun 38 Venice Shower 23
London fair 21 Oslo (air 17 Vienna Shower 15
UoLbaurg cloudy 19 Paris fan- 21 Warsaw rain 12
Lyon sun 22 Perth rain 17 Washington sun 32
Madeira fab 25 Prague rain 14 Wellington fair 12
Madrid sun 31 Rangoon rati 30 Winnipeg fair 20
Majorca sun 30 Reykjavik rain 14 Zurich fair 19

THE LEX COLUMN

A gamble at Ladbroke
Given the financial strains on
Ladbroke, it is worth asking whether
the board would be wise to choose
between a rights issue and a dividend

cut with its Interim figures this week.
Balance sheet gearing and total out-

standing debt are both uncomfortably
high, while potential disposals would
fetch little more than book value and
cut gearing only marginally. A rights

issue would bring greater comfort to

the company's finances.

On the other hand, the dividend is

clearly out of line with the underlying
trading prospects of the group. If the

company were to follow Forte's lead, it

would cut its dividend to a sustainable

level, then try to regain credibility

with the market before deciding how
to proceed. Certainly attempting a
rights issue while the threat of a divi-

dend cut was still in the air would
make many institutions gag - all the
more so if it were below the level of

the 22Qp issue in 1991.

Then again, Ladbroke's chairman.
Mr Cyril Stein, is proud of his unbro-
ken dividend record over a generation.

He will be loath to spoil that in the

latter part of his career. The tempta-

tion will be to soldier on until things
improve. That, however, will mean
more shareholder value leaking away
to the banks through high interest

charges. Perhaps the company might
risk further market displeasure by cut-

ting the cash outflow of dividends and
sneak in a mini-rights issue through

another enhanced scrip dividend. It

may even be tempted to follow the

lead of Rank, and roll the full-year

dividend into the interim as a larger

enhanced scrip. With Ladbroke's high
yield, however, that would mean
adding more than IQ per cent to the

equity which needs to be serviced in

future years.

Gilts
After their decline of more than a

full percentage point this summer, it

seems nothing can stop long-gilt yields

failing further. Not only has recovery
got under way at home without
rekindling inflation; the climate also

looks unusually positive abroad. US
bonds have been boosted by dwindling

inflationary fears, while in Europe the

Bundesbank stands determined. Its

reluctance to cut its discount rate does

not help short-dated European bonds,

but. by damping inflationary expecta-

tions, it does maintain downward pres-

sure on long-term yields.

A sense that the UK may have
beaten inflation, too, has reduced the

yield premium international Investors

traditionally demand to hold gilts.

This has happened just when
long-term rates are anyway failing

elsewhere. The Bank of England has
further helped by restricting supply to

the long end of the gilt market so that

UK institutions are short of paper.

In theory, there could be roam for

further gains if inflationary expecta-

tions are poised to settle at 3 per cent
or even less. Steal rates could foil as

uncertainty abates, a development
which would benefit index-linked as
well as conventional gilts. Just the
same, the fact that the market has

continued to advance amid diminish.

ing expectations of tax increases in

November suggests an air of unreality.

Not Just in the UK, but around the
industrialised world, government
finances are in a mess. Bond markets
are in dangerous territory when they
start believing that does not matter.

UK pharmaceuticals
There have been false dawns before

during the great derating of the plum
maceuticals sector. But recent gains

against a rising stock market suggest
that drug stocks are at least attracting

bargain hunters. Since the outlook for

the industry has barely changed, there

is no obvious reason for a renewed
burst of optimism. Although President

Clinton’s healthcare reforms look
unlikely to include direct price con-

trols, the concentration of power
among big buyers of healthcare is hav-

ing the same effect. The worst of the

pain arising from reform in Germany
and Italy may be over, but France and
Spain have yet to show their hands.

The question, then, is whether drug
shares offer fair compensation for the

continued risk of government inter-

vention. Earnings growth will cer-

tainly be below the heady levels oT the

1980s, and little better than 22
achieved, by other

recovery. Price earnings multiples

below the market average now reflect

that. More importantly given the

dwindling returns on cash. Giaxo and

Zeneca yield more than the mariwt

average. With a good record of cash

generation, and a large cash pile to

thecase of Glaxo, dividend growth

looks assured- , .
. .

If investors are starting to a
J

drugs companies in terms of total

returns rather than just ear-rungs

growth, the recent rally in shares

may have further to run. The fog oi

uncertainty should clear when the

details of President Clinton's reforms
m -aiitirniTl- Rut Wltl*'1

UK regulation
The news that the Securities and

Investments Board is looking again at

regulation of the UK equity market is

certainly welcome. After the contro-

versy over market manipulation and

the degree of control exercised by SG

Warburg during the BT3 issue, some

dear and widely accepted guidelines

need to be established before further

large equity issues come to market.

Yet the SIB and the Stock Exchange

seem to have retained the leisurely

approach which ted to the BT3 prob-

lem is the first place. Almost a year

elapsed between the Wellcome and

BT3 issues during which time little

was agreed. Now the SIB has given

itself until the turn of the year to

produce a wide-ranging discussion

document, while the secondary offer of

the generators’ shares may well take

place in the spring. The Stock

Exchange, which scarcely covered

itself in glory over BT3, is now not

prepared even to venture an opinion

on the subject.

The sell-regulatory framework has

attracted great criticism, and practitio-

ners must now prove that they have

something to add to the operation of

the system. If some of the simpler

probteizis cannot be quickly resolved,

inefficiency may be added to the

charge of ineffectiveness.' Utility regu-

lators work reasonably well without

the presence of water or electricity

company chief executives on their

panels. The time is fast approaching

when the financial services industry

will have to demonstrate why it is so
very different

August 1993
.

We are pleased to announce the relocation of our

Foreign Exchange and interest Rate Management Group to:

125London Wall .

London
EC2Y5AJ

Telephone; 071-777 2000 (main switchboard)

Corporate Foreign Exchange Sales:

Reuters Telephone

UK Desk CHMC 44 71 705 6000
European Desk CHMC 4471 705 6010
Financial Institutions CHMC 4471705 6020
Scandinavian Desk CHMC 44 71 805 6030

Spot Foreign Exchange:

USD/DEM CHKL 4471 705 6040
GBP/USD & GBP Crosses CHSD 44 71 705 6040
USD/JPY & DEM/JPY CHSL 4471 705 6040
USD/CHF & DEM/CHF CHJL 44 71 705 6040
USD/EMS & EMS Crosses CHCD 44 71 705 6050
Metro & Exotics CHML 44 71705 6050
Foreign Exchange Options CHOP 44 71817 4020
Regional Banks Desk CHCL 44 71 705 6034

Interest Rate Management Group:

Forward Foreign Exchange
DEM, GBP, JPY, CHF, Crosses
All Other Currencies

CHFL
CHFS

• 44 71 705 6081
44 71 706 6081

Future Rate Agreements
USD, DEM, GBP, JPY, CHF
All Other Currencies

CHES
CHFS

44 71 705 6071
44 71 705 6071

Forward Exchange Agreements
Interest Rate Swaps & Options

CHFL
CHES

4471 705 6081
44 71 705 6071

Night Desk CHND 44 71 705 6050

This relocation is the first of a phased schedule and other London units
will be moving to 125 London Wail throughout September and October.

%%Chemical

i

i

l

$

(

\

j
I

l

*

s
J

i
k

i

v

{

4

f

1

j

i

i

{



15

J.TREVOR
8. SONS

NATiONAL TEAM MEETING LOCAL
CHALLENGES

FINANCIAL TIMES
BOMBS

COMMERCIAL PROPERTY AGENTS
SURVEYORS. VALUERS AND AUCTIONEERS

071 629 8151
58 GROSVENOR STREET LONDON WIX ODD.

COMPANIES &MARKETS
VANDALISM
brcak-inS YOU NEED

III ArnuMshietd s
TOTAL GLASS PROTECTION SYSTEM^

£rTHE FINANCIAL TIMES LIMITED !»? Tuesday August 31 1993 Tel: 0481 823566 Fax 0481 azaa/o

INSIDE Hoechst falls 31% on weak demand Five TNT
RTZ near to sale of
Nerco assets

By Christopher Parkes
in Frankfurt

RTZ Corporation, the world's biggest mining com-
pany. is putting the finishing touches to the sale of

assets acquired only in June when it bought Nerco.

the US natural resources group. Page 16

New chairman for GPA
Mr Dennis Stevenson, chairman of SRU Group and
the Tate Gallery, is expected to take over as chair-

man of a restructured GPA Group. Page 16

Swiss Re moves to catastrophes
Swiss Reinsurance, the world’s second largest

reinsurance group, has joined with John Head &
Partners, a New York merchant bank specialising

m the insurance field, to form Partner Reinsurance,

which will specialise in natural catastrophe insur-

ance. Page 17

HOECHST. the big German
chemicals group, yesterday
blamed a 31 per cent slump in

first-half earnings on weak
domestic demand and restructur-

ing costs.

The German parent company
recorded an unspecified operat-

ing loss, while its pre-tax profit

fell by almost SO per cent to

DM342m (S202mi the group said

yesterday.

Business had continued to be

weak in the first two months of
the second half, and there were
no signs of improvement. Fore-

casting a “very difficult" six

months ahead, it said cost-reduc-

tion and rationalisation measures
would continue at speed.

Group pre-tax profits of

DMTSlm for the first half were
worse than expected by most
analysts, but fitted the pattern

established last week when rival

chemical groups Bayer and BASF
reported pre-tax declines of 20 per

cent and 50 per cent respectively.

Ail have been hit by low
demand, weak prices, the effects

of health service spending cuts in
Germany, and adverse move-
ments in foreign exchange mar-
kets.

Hoechst said that more than a
third of its 2.4 per cent sales

decline in the first six months to

DM22.9bn was due to currency
movements and lower prices.

In the US, Hoechst Celanese
reported a 6 per cent sales drop
to $3.1bn, attributable to lower

volumes in pharmaceuticals mar-
kets and the effects of last year’s

sale of its polyethylene business.

In Germany, the company said,

its healthcare business was hit

by an overall 6 per cent fall in

pharmaceutical sales.

Turnover in the European
Community, which accounts for

almost half annual sales, dropped

10 per cent.

While government and econo-

mists claim the domestic reces-

sion bottomed out in the second

quarter of the year, Hoechst's fig-

ures showed the situation wors-

ening. In the three months to the

end of June the group earned
DM345m pre-tax. down 34 per
cent on the comparable period of

1992. It blamed further deteriora-

tion in home markets, which had
cancelled out an overall improve-

ment in foreign business.

First-quarter earnings of
DM436m were 28 per cent lower

on the year.

Group-wide restructuring had
reduced personnel costs by 2 per
cent against a year earlier.

directors

quit after

split on
strategy
By Bruce Jacques m Sydney

CBOT clearing head quits
Mr Roger Rut. president of the Chicago Board of

Trade Clearing Corporation has resigned after 10
years at the head of the Chicago exchange's inde-

pendent clearing organisation. Page 17

Atlas Copco up despite sales fall

Atlas Copco, the Swedish industrial components
group, said lower interest rates and exchange rate

gams contributed to a 12 per cent rise in first half

profits, despite a substantial fall in sales. Page 17
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John Gapper finds currencies, bonds and equities combining to give good profits
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ZTl Bank and financial stocks

Prospective p/e ratio

The latest prospective p/e ratio for the "500" index

for calendar 1993 is 15.6 according to IBES, the

consensus estimates service. This compares with

an IBES estimated p/e for the “500'’ of 20.5 for cal-

endar 1992. The official FT calculation of the his-

toric p’e. based on the latest reported earnings, is

20.48 [20-19 Iasi week).

Market Statistics

tee lending rales 27 London share service 27-29

FT-A IVorid Indices 27 Managed fund service 23-27

FT.'ISMA ml bond sve 18 Money markets 27

Foreign melanges 27 New ira bond issues 19

London recent issues 27 World slock mkt indices 20

Companies in this issue

Aetna UK 15 Kemira 17

A!lie<5-S;gnai 17 Linotype 17
Adas Cooco 17 L'Uqmde 17
CNA Financial 17 M1M Holdings 17

Chubb 17 SA Brewing 17

Corr.alco 17 Shimadzu 17
Easi Japan Railway 17 Swiss Reinsurance 17

Hoechst 15 TNT 15
U?chu 17 Thornton 15
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T his year has been so good
for the securities industry

that it has tested Mr Mark
Houghton-Bern 's faith in an old

adage. “There may be no such
thing as a free lunch, but this

one has at least been heavily-sub-

sidised." he says.

Mr Houghton-Berry is head of

bond trading at Goldman Sachs
in London. For nearly a year, he
has watched foreign exchange,
equity and bond markets com-
bine to provide international

banks and securities houses with

one of their most profitable and
least risky trading environments

for a decade.

The results have become evi-

dent in Europe and the US over

the past month, as banks have
reported large rises in income
despite subdued lending busi-

ness. The US house Morgan Stan-

ley is the latest beneficiary, dis-

closing record second-quarter
profits of $224.2m. driven by a

huge leap in trading.

The US securities firms have
not been alone. The European
universal banks have offset large

bad debt provisions and sluggish

lending with dealing income.
Swiss and German banks have
benefited, while among UK banks
Barclays made £234m on the

£1.3bn in capital in its BZW secu-

rities business.

“It is unusual to have equities

and bonds going strongly at once.

Usually you expect one or other

cyclinder to be firing, but we’ve

had both," says Mr David Band.

BZW chief executive. While much
public attention has been on for-

eign exchange, securities trading

has been at least as strong.

The industry has benefited

from a mix of short, medium and
long-term trends. The near-col-

lapse of the European exchange
rate mechanism created currency
volatility; falls in European inter-

est rates led to a bonds and
equity rally; and the shift

towards lower inflation sparked a
“search for yield”.

This has created a series of

effects that have helped banks
and securities houses:
• Re-rating of equities and ris-

ing bond prices have all led to

large amounts of trading on
behalf of customers. “Volumes
have been high in continental

Europe and the UK, and a lot of

US money has flowed this way.”
says Mr Michael Sargent, head of

equities at SG Warburg, the Brit-

ish investment bank.

Mr Band says equities trading
has been boosted by switches in

asset allocation caused by politi-

cal uncertainties and the shift in

European interest rates. “As long

as political paths are not clear,

institutions can change their big

picture views of the world quite a

lot, and quite rapidly.” he says.

• The breakdown of currency
and Interest-rate stability has led

to demand for risk management
services, as companies seek ways
of hedging risks through deriva-

tives. 'They are becoming aware
that we can sell them insurance."

says Mr Michael Davis, a senior
vice-president at Chase Manhat-
tan in New York.

• As interest rates have fallen,

companies have issued bonds and
even equity’ to re-finance higher
interest bank debt. This has been
good for the “bulge bracket" Wall
Street firms that have picked up
higher-margin equity origination

business as well as the tighter-

margin distribution of bonds.

• Integrated securities bouses
with the capacity to design and
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sell over-the counter derivatives

have been able to stimulate busi-

ness though what Mr Band calls

"reverse origination". This
means designing a product to

suit investors, and using swaps
to translate it into a form that

attracts debt issuers.

This has helped increase debt
issues by companies which do
not have a pressing need to re-fi-

nance. but are attracted by the
chance to “lock in" lower interest

rates. Derivatives have given
companies of all sizes more
access to debt markets, so adding
to the shift away from traditional

bank finance.

• The size of the market for

equity and debt has been raised

by privatisation of state assets
both in west and east Europe.
French bank privatisation this
autumn follows Warburg’s han-
dling of the BT3 share offer, and
the growing sale of assets from
former communist countries.

These trends have allowed
large trading profits, which have
been underpinned by the emer-
gence of positive yield curves -

higher yields for long-term than

short-term bonds - in Europe. A
positive yield curve in the US led

to banks investing their
short-term liabilities in longer-

term government bonds.

The shift towards similar con-

ditions in Europe raises the ques-

tion of bow much risk banks and
securities houses have taken on
through proprietory trading in

addition to handling customers'

business. Most participants agree

that market buoyancy has led to

a rise in proprietory trading.

M r Houghton-Berry says
that proprietory trad-

ing has been encour-
aged by the narrowing of mar-
gins on client business, and
customers wanting to know
whether a bank is confident in its

own market view. “Firms are
increasingly being asked to put
their own money where their

mouth is.” he says.

This in turn means that firms

will be exposed to more risk

when the exceptional market
conditions turn down. The easi-

est profits have probably passed,

since currency volatility is now

easing. Yet a longer-term shift to

lower interest rates would pro-

vide good trading conditions for

bonds and equities.

Mr Rod Barrett, an analyst at

Goldman Sachs in London, says
the market cannot carry on for

ever, but may have some way to

go yet. "Maybe we will have
another year of it, who knows?"
he says. “Eventually if rates set-

tle down, the market will adjust

to a trading range, and things

will get quieter."

A gradual tailing-off of excep-

tional profits would be the best

outcome for the industry. The
alternative would he a sharp
reversal of inflationary expecta-

tions or interest rate trends that
would expose firms to losses on
their proprietory trading posi-

tions in equities, bonds or deriva-

tives.

"The easiest money has been

made already. Sooner or later

there will be a correction and
someone could come unstuck.”
says Mr Houghton-Berry. Even if .

he retains the subsidy on his own 1

lunch, others could yet end up
paying for theirs. i

TENSIONS at the top of TNT. the

Australian transport group,

spilled over into a boardroom

split yesterday ^th the abrupt

resignation of five directors,

including the company's founder

and former chief executive. Sir

Peter Abeles.

TNT chairman, Mr F. «.

Millar, indicated yesterday that

the resignations reflected

disagreement over strategy for

the company which has racked

up losses, including write-offs,

totalling more than A$260m

fSI 75m) in the latest two
reporting years.

Further heavy losses are likely

when the company reports for

the latest year, ended

June.
Mr Millar said TNTs strategy

for the past year had been very

clear, following agreement by

tbe then board early last

financial year.

“It concentrates on improving

operating earnings, selling

non-core assets and reducing
debt," he said.

“It focused management's
efforts on our very strong core

transport businesses.

"The directors who resigned

soughta change m that strategy.

That change was not adopted by
the board.

T regret the resignations, but

1 must say that management can

now pruned to implement the

continuing strategy with
confidence.”

Analysts said yesterday that

Sir Peter and the other resigning

directors were believed to be
pushing for a more expansionary
strategy, possibly involving a
renewed increase in the
company’s debt levels.

It was heavy debt and rapid

expansion that pushed the
company close to failure in 1991.

Observers farther speculated
that Sir Peter's continued
presence on the board since

stepping aside as chief executive

last September may have sat

uneasily with the new chief
executive, Mr David Mortimer.
The other resigning directors

are Mr Christopher Sporborg.
deputy chairman of Hambros
Bank, tiie UK merchant bank, Mr
John Landerer, Mr Evan
Cameron and Mr Gilles Kryger.
TNT shares added 5 cents to

A8I.27 yesterday.

Mr Millar said the directors
would soon consider board
replacements.

GREAT battles are often
followed by a phoney war: and
such has been the case in the

European exchange rate mech-
anism.

The dramatic events that

ended in the early hours of

August 2 in the widening of

ERM fluctuation margins to 15

per cent gave way to an eery
calm in exchange markets and
a deafening silence about the

future of the system from pol-

icy makers.
But new realities are slowly

taking hold. The Bundesbank’s
decision last Thursday to leave

its discount rate unchanged at

6.75 per cent and its action on
Friday setting a short-term

"repo" rate at 6.9 per cent
against 6.8 per cent previously
were blows for those who
believed that the ERM might
be able to count on falling Ger-
man interest rates for quieter

times ahead.

The idea that former “hard
core" ERM currencies such as

the French franc, Danish
krone. Irish punt and Belgian
franc might be able to move
back within a 2.25 per cent
range against the D-Mark is

implausible for the time being
at least.

The Bundesbank made clear

last week that it would use the

freedom of the wider bands to

strengthen its fight against
domestic inflation.

Last week's public Hexing of

the Bundesbank’s muscles
merely confirmed the reports

that have seeped out of meet-
ings of July 31 and August 1 of
a brutal crushing of French
monetary aspirations.

France opened the discus-

sions in the European Commu-
nity's monetary committee on
July 31 with demands that the

Bundesbank should intervene
unconditionally, intramargin-
ally and on its own account to

keep the franc in the 2.25 per

cent range. France also urged
an immediate cut in Ger-

many's repo rate to be followed

by reductions in official inter-

est rates as soon as the Bund-
esbank's decision-making
council could meet.

An eery calm as

new realities of
the ERM sink in

It is unclear whether the

French negotiators truly
believed the Bundesbank
would acquiesce to their
demands.

If they did, they were quickly
disabused of the idea. Mr Hans
Tietmeyer. the Bundesbank
vice president and president
designate, interrupted Mr Jean-
Claude Trichet, the head of the

French Treasury and monetary
committee chairman, as he
enumerated the French propos-

als with the observation that

France had forgotten one item:
that Germany abandon the

Bundesbank president on Octo-

ber 1 had been confirmed and
he was well clear of any possi-

ble move by Bonn to curb his

room for manoeuvre.
But there were also practical

reasons for yielding to market
pressures and moving to a 15

per cent ERM fluctuation band
for all currencies except the
D-Mark and Dutch guilder.

The flow of funds out of the

French franc at the end of July
was unprecedented. The ERM
was protected by exchange
controls in most member states

when it started operating in

Economics Notebook
By Peter Norman

D-Mark and its monetary sov-
ereignty.

Mr Tietmeyer’s emergence as
the hard man of the Brussels
talks lends credence to reports
that circulated shortly after

the first great ERM crisis of
September last year. It was
rumoured among highly-placed
European monetary officials

that Chancellor Helmut Kohl
had warned Mr Tietmeyer that
he could forget about becoming
Bundesbank president if the
Franco-German currency link
were broken.
The old D-Mark-French franc

parity survived successive cri-

ses that included the departure
of sterling and the Italian lira

from the ERM and the devalua-
tions of the Iberian currencies
and Irish punt.

However, when the most
recent wave of speculation
began against the ERM in July,
Mr Tietmeyer's promotion to

March 1979. The past year
showed that it was no longer
capable of dealing with the
pressure of deregulated inter-

national currency trading.

In the light of recent circum-
stances, it is no surprise that

policy makers are still some-
what shell-shocked and disin-

clined to advocate new steps to
reform or restore the old sys-

tem. Conversations last week
with monetary officials in Ger-
many and some of Germany’s
neighbouring countries
revealed an almost universal
rejection of the idea of moving
rapidly back to 2.25 per cent
fluctuation margins for the
ERM.
Pride and embarrassment

are contributing to a do-noth-

ing approach. Last September’s
crisis spawned two official

reports - one from the EC cen-

tral hank governors' committee
and the other from the EC

monetary committee - which
concluded that the ERM was
broadly sound.
Those reports, which look

ridiculous today, were the

result of lengthly horse trading

among officials which elimi-

nated all but the blandest
remarks from the final texts.

Officials do not want to reopen
old wounds with a thorough-
going examination of recent

ERM developments.

But inaction may not be a

sustainable policy. The quest
for European Monetary Union
will not go away despite the
past year of crisis in European
exchange markets. Even Emu
sceptics among continental pol-

icy makers are uncomfortable
with a monetary free-for-all

which could easily subvert the
EC’s single market
One central hanker last week

suggested that the Maastricht
convergence criteria for low
inflation, government debt and
interest rates could be used to

guide EC member states back
towards the narrow bands in

the coming years after which
they could move swiftly to
Emu.
The financial markets are a

more pressing issue. August
has been quiet because many
speculators went on holiday-

after banking huge profits
from the ERM debacle.
Market operators return in

force this week for the
“autumn term". The reluc-
tance of France and Germany’s
ERM satellites to cut their
most important interest rates
and stimulate their recession-
hit economies in the past
weeks will be the subject of as
much critical scrutiny as the
Bundesbank's determination to
maintain its tight monetary
policy.

Few of the expectations that
,

followed the most recent ERM
crisis have been fulfilled- That
means new speculative activity

could easily get underway, par-

ticularly in the run up to the

annual meetings or the Inter-

national Monetary Fund and
World Bank at the end of Sep
tember.

Thornton to

purchase

Aetna unit

trust arm

CAPITALISING ON OPPORTUNITIES
in foreign exchange requires
global market intelligence

By Paul Taylor in London

THORNTON, the UK fund
management group owned by
Dresdner Bank, plans to

acquire Aetna UK’s unit trust

business in a move which sig-

nals further consolidation in

the retail investment fund
industry.

Hie group, which is chaired
by Lord Peter Walker, the for-

mer Cabinet minister, is expec-
ted to announce a deal under
which it will pay £13m
(S19.24m) for Aetna UK’s unit

trust operations which have
£240m under management
* The deal, which is expected
to be announced once due dili-

I

gence investigations are com-
pleted, will lift Thornton's
total funds under management
to above the £lbn mark.
Negotiations are understood

to have been completed, how-
ever Lord Walker , who was
brought in by Dresdner two
years ago to restructure and
expand the business, said yes-

terday he could not divulge
details until the due-diligence

process was complete.
The deal would be Thorn-

ton's biggest purchase since it

was acquired by Dresdner in

1988 and another important
step towards its goal of becom-
ing a leading investment
group.

If confirmed, the £l3m price
tag on the deal represents
about 5.4 per cent of funds
under management. This com-
pares with the £2.5m paid by
Edinburgh Fund Managers
when it acquired tbe 10 unit

trusts of Target Life Assur-
ance Company in January -

equivalent to Just 1L25 per cent
of the £110m in unit trust
funds under management.

Lehman Brothers

Corporate and institutional investors
know that capital flows drive foreign ex-
change prices, in today's increasingly vol-

atile environment, no investor can afford to
look at turrenev markets in isolation.
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"t'HF. LEHMAN ADVANTAGE
IN FOREIGN EXCHANGE

As a global institution, Lehman Brothers
has an unrivalled view ofinvestment trends
in all bey capital markets around the world.
Our foreign excluuigc specialists in Europe,
the U.S. and Asia arc able in look beyond
the currency markets — to the commodities
markets or to bond and equity markets, in

order to explain and to anticipate currency
movements. We not only understand local

markets but also place these markets into an
international perspective.
We offer a full range of tailor-made

options and swaps, and supplement our
trading insight and expertise with a com-
preheusbc range of fundamental and tecli-

As a result of this unique approach, each
J~iman -Brothers trades more thanU-54-0.000,000,000 in die global foreign

exchange markets. More imponanth our
dienu are reassured by the fact that out
success conies from serving their interests
alone.

RELATIONSHIPS BUILT
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Sale of RTZ’s Nerco
assets to fetch $600m
By Kenneth Gooding,
Mining Correspondent

RTZ CORPORATION, the
world’s biggest mining com-
pany, is putting the finishing

touches to the sale of assets

acquired only in June when it

bought Nerco, the floundering
OS natural resources group,
and says total proceeds will be
about SSOOm (£405m>.
That compares with RTZ's

outlay of S470di plus the
assumption of S692m debt
when it bought Nerco which
was 92 per cent owned by Paci-

QCorp of the US. Also. RTZ’s
cash outlay was reduced to

5245m by a loan from Paeifi-

Corp to be repaid from Nerco
contract revenues.
One of the outstanding

details RTZ previously has
held back concerns the expec-
ted proceeds from the sale of
the Con gold mine in Canada's
North West Territories. How-
ever, it now says it expects this

will bring at least S25m.

When RTZ first announced
in February that it was negoti-

ating to buy Nerco it made
clear that it wanted only Ner-

co ’s coal operations in the Pow-
der River Basin in Montana
and Wyoming.
Morgan Stanley, the invest-

ment bank, was retained to

offload Nerco’s oil and gas
interests and definitive agree-

ments for their sale to two US
energy groups. Western Gas
Resources and Louisiana Land
and Exploration Company for a
total of $510m were announced
in July.

Even before that, arrange-
ments bad been made to sell

Nerco’s gold and silver mines -

which Nerco had previously

decided to put on the market
Minorco, the Luxembourg-

quoted overseas Investment
arm of the Anglo American
Corporation or South Africa, is

paying $21m‘cash for Nerco’s

Pikes Peak Mining Company
which owns 80 per cent of the
Cripple Creek mine in Colo-

rado. And Kinross Gold, a US
group. Is paying S16.8in cash
for the DeLamar gold-silver
mine in south-west Idaho and
the Candelaria silver mine in
western Nevada.
RTZ says negotiations are in

progress about the sale of the
Con gold mine to Red Lion
Management, a private Van-
couver-based conglomerate
controlled by Mr Walter Beru-
koff. Red Lion has arranged to

sell on the Con mine to Mira-
mar Mining, another Vancou-
ver company. Red Lion says it

exercised its option to buy the
Con on August 15 and has 60
days from that time to com-
plete the acquisition.

RTZ also expects to raise

£900m from the sale of its Pil-

lar Industrial division, mainly
to MB-Caradon, which, with
the Nerco disposals, will

reduced the group’s gearing to

14 per cent compared with the

63 per cent to which it briefly

rose after the Nerco acquisi-

tion.

Allders and BAA deal will

spread risk more equally
By Maggie Urry

ALLDERS International, the
tax and duty free retailer

which is part of the Allders

Group, has signed a deal with

BAA covering all its shops in

BAA’s UK airports. The con-

tract runs until 1999 and
replaces individual contracts

for each store, some of which
were due to run out this year.

The new agreement also

changes the way in which each
side makes profits from retail-

ing. sharing risks more equally

between them. It will give Alld-

ers. which is hoping to float in

the next few months, a more
stable flow of profits from its

BAA shops. BAA said that as
well as long-term security it

would enable the two sides to

work together on new ideas

while sharing the risk.

About a quarter of Allders’

turnover is being secured by
the deal with BAA. Its BAA
shops had sales of £161.lm in

the year to March 1993. while

Allders International’s turn-
over was £296.5m in its finan-

cial year to September 1992.

Allders other activity, depart-

ment stores, had sales of
£259.lm in that period.

Usually airport shops are
run under five-year contracts

at the end of which they are
put out to bidders. Allders 1992

profits were adversely affected

by the loss of a large contract

to run a shop at Sydney air-

port
Mr Harvey Lipsith, chief

executive of Allders, said
"there is always a bit of ner-

vousness about contracts. This
deal allows us to target other

geographical areas without
covering our backs all the

time.”

He said the new system of

payment "should benefit both
parties and make it much
easier to predict profitability."

Until now Allders has been
paying BAA a rent based on
turnover with a guaranteed
minimum. Now BAA will pay

Allders a management fee,

more than covering Allders

International's costs. A profit

target will be set, and profits

above that will be split

between the two.

Mr Lipsith said this sbiftad

the balance of risk away from
Allders International, and gave
it a greater incentive to drive

the business for growth.

BAA said it had struck a
similar deal with Forte, the

hotels and catering group,
which had been operating
since January with benefits to

both sides’ profits.

BAA's strategy is to expand
the space in its airports
devoted to shops over the next
three years. Tax and duty free

shops are central to this plan,

and Sir John Egan, chairman,
said they provided “an impor-
tant source of revenue to

BAA" as well as offering cus-

tomers "choice and value”.

Allders International is the

largest retailer in BAA's air-

ports.

Pressure to switch from appliances
Michael Smith looks at allegations that power companies subsidise their retail arms

C OMPANIES in any lets in the UK after Dixons, pany executive. from its 88 stores. again we would not go
J

other industrial sector which also owns the Currys "Rents are more realistic Other companies are less retailing bat tne
t

would have been chain. Their market share is than they were In the late bullish. Most declared operat- work in closing one kC OMPANIES in any
other industrial sector
would have been

tempted to call it a day.
Year after year UK electric-

ity companies and their pre-

privatisation predecessors
have struggled to make signifi-

cant profits on their retailing

operations, and some have
recorded losses. Yet still most
of them persevere.

Now their competitors,
including Dixons and King-
fisher, are trying to force a re-

think. They say the retail

results of the regional electric-

ity companies and the Scottish

power companies have been
exaggerated and have
demanded an investigation.

At their prompting, Offer,

the electricity industry regula-

tor and the Office of Fair Trad-
ing are looking at whether
power companies cross subsid-

ise their retail operations from
other businesses and obstruct
fair trade.

If the inquiries confirm this

is the case, more electricity

companies may follow the lead

of London Electricity and
South Wales Electricity which
have ended or are ending their

direct involvement in retailing.

Whatever the profitability,

power company retailing is big

business. With more than L100
shops, electricity groups collec-

tively own the second largest

group of electrical goods out-

lets in the UK after Dixons,
which also owns the Currys
chain. Their market share is

about 13 per cent
Such a presence is not com-

mon Internationally . In neither
France nor the US do power
distributors feel the need to

sen goods in high street shops.
The retailing tradition in the

UK stems in part from an
industry culture which has
promoted increases in electric-

ity volume sales as the main
aim of the power industry.

"The logic is that the more
appliances are sold, the more
electricity volumes will rise,"

says one power company exec-

utive.

Retailing has also grown
alongside customer service
facilities which customers use
to make complaints and pay
their bills. Almost every power
company shop in the UK has a
services counter, and they are
highly valued by customers.
That is one source of com-

plaint from rival retailers.

They believe that In many
cases the customer services
units do not contribute a fair

share of the rent of the show-
room they occupy.
More serious, they say, are

the cross subsidies from the
recs' main businesses to their

retailing arms. ‘The problem is

that many shops are not being
charged fully for the services

they use,” says one rival com-

Dennis Stevenson

to chair GPA
By Paid Taylor

MR DENNIS Stevenson,
chairman of SRU Group and
the Tate Gallery, is expected to

take over as chairman of a
restructured GPA Group fol-

lowing the signing of its rescue

deal with GE Capital, the
financial services arm of Gen-
eral Electric of the US.
Mr Stevenson, who is also a

member of the Takeover Panel

and a non-executive director of
Pearson, has been invited to

succeed Mr Tony Ryan and is

expected to accept the appoint-

ment.
Under the terms of the res-

cue deal GPA's S5Jbn (E3.4Sbn)

borrowings are being separated

from Its assets and a new com-
pany, GE Capital Aviation
Management, is being set up.
GECAM will be responsible for

the combined leasing business

of GPA and GE's subsidiary,

Polaris Aircraft leasing, includ-

ing the day-to-day manage-
ment of GPA's 470 aircraft

Mr Ryan, GPA's founder, is

expected to be appointed exec-

utive chairman of the new
company working with a chief

executive appointed by GE.
Another two non-executive

directors are to be announced
soon, replacing Lord Lawson,
former chancellor. Mr Garret

FitzGerald, former Irish Prime
Minister, and Sir John Harvey-
Jones, former ICI chairman.

pany executive.
"Rents are more realistic

than they were In the late

1980s when we estimate the
regional boards (electricity

companies predecessors before
privatisation) were charged a
third of the market rate.

"But most recs are still not
charging their retail operations
fully, if at all, for the capital

used in special promotions.
That is why their shops can
offer so much interest free

credit"

Not so. say the regional com-
panies. Seeboard is typical in

its response. “We negotiate

with electrical manufacturers
for supporting promotions just

like any other retailer," says
Mr John Weight, retailing

head. "One hundred per cent of
costs associated with See-
board's business are charged to

the business."

I
f the recs are robust in
their defence of the way
they apportion costs for

their shops, few are able to

declare retail profits with
pride. Norweb, serving the
north west of England, is gen-
erally considered the most
impressive retailer, and last

year made operating profits of

£6m from the business, on
turnover of £139m. against
operating profits in the com-
pany as a whole of £155m. It is

planning significant expansion

from its 88 stores.
: Other companies are less
> bullish. Most declared operat-

! ing profits for last year on
’ retailing, in contrast to the pre-

! vLoos year when most recorded
l losses. But the amounts were

small - typical examples were
East Midlands' £200,000 and
Manweb’s £500,000 - and some

1 lost money, including Sweb
which declared losses of £l-9m.

In addition, several compa-
nies made significant provi-

sions for restructuring which
wiped out any profits.

So why persist? One answer
is that the companies have
taken action aimed at signifi-

cantly improving retailing per-

formance.
Since the break-up of

national collective bargaining

last year, most power compa-
nies have negotiated deals with

retailing staff which either

freeze or reduce wages.
Several companies have also

merged their retailing business

with other recs and are seeking

to improve service and trans-

form the dowdy image of the

rec stores by hiring specialist

retailers. The new alliances

include East Midlands and
Yorkshire in one unit and
Eastern, Southern and Mid-
lands in another.

Another factor in keeping
stores open is the fear of cus-

tomer reaction to closure
plans. “If we were starting

CROSS BORDER M&A DEALS

again we would aot .go into

retailing bat there is'more

work in closing one shop tmin

there is in re-organusing our

entire company, one power

company chief executive sajs.

H e adds: “Closures get

the chambers of com-

merce and local busi-

ness up in arms. We closed oue

branch four years ago and we

are still getting PBttttoBj.

“There Is also the complies

don that you still to pro-

vide some kind of a high irtreet

presence for people who want

to pay bills. We do not have

the direct debit culture of the

US."
For these reasons, most recs

believe that the decisions of

Offer and the OFT will make

only marginal difference to tnc

number of high street stores.

They also point out that if

cross subsidisation was found

and the regulatory authorities

order change, the effect on the

overall businesses of each com-

pany would be minimal since it

would simply transfer profit-

ability from one business arm

to another.
Competitors are uncon-

vinced. According to one: “u

the power company businesses

become as transparent as they

should be, shareholders will be

able to see what is happening
and the pressure to get out of

retailing will Intensify."
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Cathay Pacific Airways Limited

1993 Interim Results - Highlights

Consolidated results— unaudited:

Six months ended 30th June

Turnover 1,422 1.420

Operating profit 112 201

Net finance charges 16 29

Net operating profit 96 172
Associated companies 18 15

Profit before taxation 114 187
Taxation 24 23

Profit after taxation 90 164
Minority Interest 2 1

Profit attributable to shareholders 88 163
Dividend 39 39

Retained profits 49 124

Earnings per share US3.1C US5.7C

Interim Dividend per share US1.3C US 1.3c

E>change rales for calculating

the US$ figures were HKS7.75 HKS7.73

12 months ended

Available tonne

30/06/93 30/06/92

kilometres (millions) 6.881 5,963 r 15.4%

Prospects
Yield* remain under pressure due to n combination of market weakness and over-capacity. We
are mitigating the effects of inflation by improving productivity through Operation Better Shape.
The passenger and cargo load factors for the full year are forecast to be below the 1992 levels.

Although tne full year’s results are expected to be materially lower than 1992, we expect that

the second half year's results, whilst being less than those for the same period last year, will not
show a percentage drop as great as indicated for the first half year.

Interim Dividend
The interim dividend will be paid on 4th October 1993 to shareholders registered at the dose of business
on 24th September 1993: the share register will be closed from 20th September 1993 to 24th September
1993, both Jjtes inclusive.

Hong Kong, 25th August 1993

PDA Sutch
Chairman

CATHAY PACIFICIST

AUSTRALIA AND
NEWZEALAND BANKING

GROUP LIMITED
Slariing Floating Rate Noles

due 1997
In accordance with the provisions of

the Notes, nows is hereby given that

the rate of interest lor me period from
August 26th. 1993 to November 28th,

1993. has been fixed at 6.0 per cent per
annum.
On November 26th, 1993 interest ol

starting 75.B2 per sterling 5.000 nom-
inal amount of the Notes, and interest of

sterling 370.08 per sterling 26.000
nominal amount ol tne Notes, will be
due against Coupon No. 36.

Swiss Bank Corporation
London

Reference Agent

BufcflngSoctety

£125.000.000

Floating Rate Noles doe 1995

In accordance with the provisions of the
Notes, notice is hereby given that the
Rale of Interest for the three month

E
riod ending 2fhh November. IW has
cn fixed at 6.1125% pur annum. The

interest accruing for xiich three month
period will be £ 13 1..So pcrliO.GOu Bearer
Note, and £1.518.63 per £100.000 Bearer
Note, un 26th November. 1993 against
presentation of Coupon No in.

Union Bank ofSwitzerland /£tp\
London Branch Agent Bonk '3/
26th AiigtKt. 1993

U.S.S400,000,000

Banque Frangaise

Du Commerce Exterieur

Guaranteed Floating Rate
Notes due 1997

For the throe months August 31. 1993
to November 30. 1993, tne Notes
wtt bear interest at 3.5*» per annum.
U.S. SS6.47 will be payable
on November 30. 1B93, per U.S.
$10,000 principal amount of Notes.

Br IteChanMsaHta Bart.U. _
London. AgniBs* Q

August31. 1993 chase

U.S. $300,000,000

Scotiabank S
THE BANK OF NOVA SCOTIA

Floating Rate Subordinated

Capital Debentures Due 2085

Interest Rate 3^6% p.a.

Interest Period 31st August 1993
28th February 1994

Interest Amount due
28th February 1994
per U.S. S 10,000 Debenture U.S.S 179.11

per U.S. 5100,000 Debenture U.S. $1,791.10

Credit Suisse First Boston Limited
Agent

iiiiiiiiiiiiiiiiiiiiiiiniiiiiiiiiiiiiiiiiiiiiiiiiiiii

U.S. $200,000,000

Bergen Bank A/S
Perpetual Floating Rate Notes

fWICfi Via right to KJfXrrrfnWsJ

in accoraanco mdi the Bronstona ol the
Notes, nodoe a nereoy given mat lor meW months Interest Period hum Al igi tst

31. 1993 ID February S3. 1944. Sis Notes
wtl cany an Interest Rale ol 3 5K5%.
The interest rsavabte on the relevant
mtsreei payment dale. February 29.1994.
wfl be US. SI 79.11 per U S. $10,000
principal amount ol Notes

artta CkassHnkaKu BS4.SJL

LDHka.Aga^Buk

August 31. 1993 chase

New Zealand
£200,000,000

Floating Rate Notes 1997

In accordance with the provisions of the Notes, notice is hereby given
chat, for the three month period 26th August, 1993 to 26th November,

1 993 the Notes will bear interest ar the rate of 5‘Vi* per cent, pur annum.
Coupon No. 33 will therefore be payable on 26th November, 1993 at

£748.29 per coupon from Notes of £50,000 nominal
and £74.83 per coupon from Notes of £5,000 nominal.

S.G.Warburg& Co. Ltd.

Agent Bank

iiviiiiiiiiiiiiiiiiiifliiiifiiimmiiiiiiiiiimimi

Residential Property
Securities No. 1 PLC

£200,000,000

Mortgage Backed Floating Rate Notes 2018
The rate of interest for the rbree month period 26th August, 1993 to
2bth November, 1993 has been fixed at 6.225 percent.

The Chase Manhattan Corporation
U.S.$175,000,000 -Si-

FloatLng Rate Subordinated Notes due 1997
Notice is hereby given that the Rale of Interest has been Fixed at
3.5% and that the interest payable on the relevant Interest Paymenl
Dale November 30, 1 993 against Coupon No. 32 in respect of
USSI 0,000 nominal of theNms will be US$88.47

August 31,1 993. London
By: Glibonk, N-A. (Issuer Service*), Agent Bank CITIBANKS

FOREXIA FAX $ £ Dm Y
AM 0 YEAA PUBLIC RECORD OF ACCURATE SHOfTT TERM FOREKBI EXCHANGE FOflECASTMQ

DAILY FOREIGN EXCHANGE COMMENTARIES,
CHARTS, FORECASTS AND RECOMMENDATIONS

UstaiB yourfu ImilMl ONLY dial (.44) 81 332 7420 for an ImmNlata frea recant tanua

FUTURELINK
LONOON

071 972 9779
CALL mt'TRON ON PARIS

01 40 41 93 43

THE BEST INFORMATION IN YOUR HAND
Futures Pager delivers constant updates on currencies, futures. Indices. Interest
rates and commodities 24 hours a day. with prices and news both direct from

Reuters. Why try and do without It? Call 071-595 9400 for your FREE trial.

FUTURES PAGER

CITICORPO
SnhnrifwateH
Notice is hereby
536 in rasped of

Enhancement
Interest

IL&$8KMXMM)00

Rate ol

and
nitres

1993

mzber27,2035
is been fixed at
in rasped of the

an the relevant

No. 94

UJ94500,000,000
Sublimated Floatx^RateNotes Dae October26,2006

Notice is hereby given that the Rale of Interest has been fixed at
5% and that Hie interest payable on the relevant Interest
Payment Date September 30, T993 against Coupon No. 95 in
rasped ofUS$10,000 ncxnfad ofAe Notes wJl be US$4L67.

UJS^SSOyOOOyOOO
SrfiartfiiiHtedFViattngRateNotesDueApgnat 14,2011

Nofto is hereby given that Hie Rate of Interest has been fixed at
3.375% p.a. and mat the interest payable on the relevant Interest
Paymenl Date November 30, 1993 against Coupon No. 29 in
rasped of US$10,000 namind rf Hie Nc#£wiB be US^il

, cmd fa
rasped of US$250,000 nominal offa Nate wffl be US$2, 1 32£ T

.

u.a$5oo,ooo,ooo
fltdbertfaatedgloatfagRateNatesDueMay 29, lflflB

Nati« is hereby given fact the Role of Interest has been fixed at
3.375% and 8x* fa interest payable on fa relevant htererf Payment
Date November 30, 1 993 against Coupon No. 30 in resoecn^F^gooore^olfo NS, v4b.7S85.3l,Jj‘r^; 2US$233,000 nomind of the Notes wffl be US$2,132^1.

August 31, 1993
By: Gtibcsik, NA. (Issuer Servian), Agent Bank citibank©

Bank of Tokyo (Curago) Holding N.V.
GUARANTEED FLOATING RATENCffES DUE 1997

Payment of »hn principalof ond intereston 4*. Klre-.

The Bank of Tokyo, Ltd.
(Kobidub Koijho Tokyo Gaiko)

In accordance wiBi the previsions of the Agent Bmic Anwmw
Bank of Tokyo (CuraaE) Holding N.V?TW

Rato of Interest has been fixed or 3.45% pa. and lh« faird2^.!-^j!r
on the raW tewt Payment Oe*.Nm£!

£

Coupon No, 32waibeUSS87.2T- ' ,W3' «9«nst

August 3 1, H*3, London !
~

.

By: CMjcnk. HA Houar Sarvicai), Aqert Boole. CfTIBAA/<Q

Change of Address

Panmure Gordon & Co Limited
From Tuesday 3iat August lags

our address MB be

Street House35 New Broad Street
London EC2M1NH
n: 071 638 4010

0716888297
SSflamert8: 071 2568387
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Exchange rate gains help
Atlas Gopco climb 12%

COMPANY NEWS

By Christopher Brown-Humos
to Stockholm

ARIAS Copco, the Swedish
industrial components group,
said lower interest rates and
exchange rate gains contrib-
uted to a 12 per cent rise in
First-half profits, despite a
substantial fall in sales and
orders.

Profits after financial items
climbed to SKr86im ($449m)
fiwm SKrSSOm. The favourable
mterest rate trend produced
SKr2Jm in net interest income,
compared with an outlay of
SKr87m in the same period of
1992. Exchange rate gains
increased to SKr24m from
SKrlOin.
The group's underlying busi-

ness was flattered by the
depreciation of the Swedish
krona, which lifted sales by 13
per cent to SKr8.33bn from
SKr7.87bn and orders by 9 per
cent to SKrt^ibn.

Sales were sharply lower in
volume terms, which pushed
operating income after depreci-
ation down 8 per cent to
SKr604m.
The group said improved

sales in the US, south-east
Asia, the Middle East and Aus-
tralia failed to compensate for
weak demand in most Euro-
pean countries. However, sec-
ond-quarter operating income
at SKr3l9m was SKi34m higher
than in the first three months.
Orders were also down, par-

ticularly in Europe, which only

accounted for 54 per cent of
orders in the latest six months,
compared with 61 per cent a
year ago. Orders rose In North
America, Africa, the Middle
East, Asia and Australia.
The group’s industrial tech-

nique division lifted operating
profits to SKrl25m from
SKriffim due to rationalisation
while construction and mining
technique profits were
unchanged at SKrStaL Profits
within the compressor tech-
nique division slumped to
SKr457m from SKr548m.
Mr Michael Treschow, chief

executive, said he experts the
weak demand trend in Europe
to persist, but he still forecasts
1993 profits in excess of the
SKrlbn level reached last year.

Linotype plunges into the red
By Christopher Parkes
in Frankfurt

* SHARES in Linotype-Hell, the
German print technology
group, tumbled 8 per cent yes-
terday after an alarming half-
year report announced a
plunge into loss and a drastic
overhaul of the business.
The “unexpected” deficit of

DM57m (933.7m) following a
first-half profit of DMlSm last
time, bad “cast a shadow over
the whole year”, the company
said.

The company's shares
dropped DM33 in Frankfurt to
close at DM377. Group sales

L’Air Liquide
* in gas deal

with Kemira
By Christopher Brown-Humes

KEMIRA, the Finnish
state-owned chemicals group,
is linking with L’Air Liquide of
France to produce and market
industrial gases in Finland.

The two companies are set-

ting up a joint venture. Polar-

gas, which will be 70 per cent
owned by the French group.
The venture will take over

Kemira's industrial gas produc-
tion and distribution facilities

* in Oulu and Raahe on the west
coast of Finland. The
operations mainly produce oxy-

gen, nitrogen and argon and
have a FMlOOm ($17. lm)

' annual turnover.

L’Air Liquide will contribute

know-how and make a pay-
ment of unspecified size for its

holding in the new company.
Kemira said it was optimistic

about growth possibilities for

industrial gases, but did not

want to expand its operations

in this area on its own.

NEWS DIGEST

Berendsen turns

in first-half rise

to DKr269m
SOPHUS Berendsen, majority

shareholder in Rentokil, the

UK environmental and prop-

erty services group, reports an
increase in first-half net profits

to DKr269m <$39m) from
DKr250m a year earlier, writes

Hilary Barnes in Copenhagen.
The results were adversely

affected by the strength of the

krone. Group sales, of which
about 60 per cent are

accounted for by Rentokil,

advanced &5 per cent to

DKr4J2Qbn.
Berendsen said that full-year

results will be significantly

influenced by two important

investments earlier this year,

KentaJdl's acquisition of the

Securigard Group and the Ber-

were down 3 per cent to
DM471m.
Aiming to return to the

black by 1994, linotype plans
to cut its international work-
force by about 15 per cent,
reduce hs product range, and
reorganise management and
production structures.

The report hinted at possible
domestic capacity closures
with a statement that efforts to
reduce manufacturing costs
would be actively pursued,
especially to tackle problems
associated with production
within Germany.
While there had been no sign

of problems In the first quar-

ter, the company said, its cus-

tomers were now complaining
of falling advertising revenues
and profits.

Incoming orders fell 7 per
cent, stemming partly from a
17 per cent slump in Germany,
although demand in other
European markets was down
by as much as 50 per cent.

Orders from Japan, the third-

biggest market after the US
and Germany, were down 15

per cent
Announcing job losses of 500

in Germany and 200 abroad,
the company said it might not
be able to avoid compulsory
redundancies.

Mortgage-backed issue

from Bank of Ireland
By Tracy Corrigan

TWO important deals launched
on Friday in the growing ster-

ling asset-backed bond market
may herald a quickening of the
pace of securitisation in the
UK. Securitisation allows com-
panies to remove assets from
their balance sheets, by
repackaging and selling them
as bonds.

Two landmark deals - a
mortgage securitisation by
National Westminster Bank
and a loan securitisation by
Barclays Bank - are widely
expected to emerge in the next
few months.
Last Friday. Bank of Ireland

Home Mortgages, the Bank of

Ireland's UK mortgage subsid-

iary, returned to the sterling

mortgage-backed securities

market after a five-year

absence in order to fond its

expanding £2.6bn mortgage
book.

The Bank of Ireland’s third

public mortgage-backed offer-

ing consisted of a 2250m issue

endsen industrial division's

acquisition of the UK’s Lucas
Fluid Power Group.

Metal prices hurt

MEM Holdings

LOW world metal prices

caused MIM Holdings, the Aus-

tralian mining group, to dip

into the red in the final quar-

ter, but the group reported

only a marginal decline in

operating warnings for the full

year to the end of June, writes

Brace Jacques in Sydney.
Operating earnings fell mar-

ginally from AS87m to A$85.lm
(US$56.8m) on an 8 per cent

improvement in revenue to

A$2.02bn. The dividend is

being held at 5 cents a share.

Abnormal items including

large divestments, write-offis

and currency fluctuations, had

a substantial influence on
earnings available to share-

holders. This caused bottom

of floating-rate notes issued
through a special purpose com-
pany, Residential Property
Securities No. 3, and arranged
by NatWest Capital Markets. It

had previously completed two
private placements.

The Bank of Ireland bought
Bank America Finance's mort-

gage business in 1987.

Mr Tom O'Neill, finance
director at Bank of Ireland
Mortgages, described the secur-

itisation as “a very attractive

way of financing our busi-

ness," and said tbe bank would
continue to tap the market
Also in the sterling market

Anglo I -easing, a subsidiary of

the Summit Group, a UK leas-

ing company, launched the
first issue in the UK backed
solely by lease receivables.

Lease receivables have been
used to back commercial
paper. The £165m issue of

FRNs, arranged by Kleinwort

Benson, is backed by leases on
business equipment such as

photocopiers, vending
machines and computers.

line earnings to fall 30.4 per
cent to A$74.0m.

Comalco lifts

interim pay-out

COMALCO. the Australian
integrated aluminium pro-

ducer, has raised its interim

dividend from 2 cents to 3

cents a share after overcoming
lower prices to record a mar-
ginal earnings increase in the

six months ended June.

Operating profit rose from
ASian to A$l5.7m (USSlOJm)
on a 10.4 per cent revenue lift

to A$L09bn.
But the result was trans-

formed by abnormal items and
a superannuation fund adjust-

ment which boosted earnings

available to shareholders from
A$&5m to AS50.3EO.

Directors said the average

London Metal Exchange three

month price for aluminium
was US$1,182 per tonne for the

President

of CBoT
clearing

body quits
By Laurie Morse in Chicago

MR Roger Rntz, the president
of the Chicago Board of Trade
Clearing Corporation, has
resigned after 10 years at the
head of the Chicago
exchange's independent clear-

ing organisation.

Mr Rntz, 40, cited personal
reasons for his departure. Mr
William Feldman, the Clearing
Corporation’s chairman,
named Ms Denise Hagerty as
interim chief executive while
an international search is con-
ducted for Mr Rutz’s replace-
ment
Ms Hagerty, presently chief

operating officer, joined the
Clearing Corporation in Janu-
ary after 12 years managing
clearing operations for a
prominent Chicago brokerage
firm.

Mr Rutz’s departure comes
at a critical time for the Chi-

cago Board of Trade. The
Clearing Corporation guaran-
tees trades for the exchange,
and mamtains jts top quality
credit rating. A year ago. the

Chicago Board of Trade and
the Chicago Mercantile
Exchange entered exploratory
talks to merge their clearing

operations.

Mr Patrick Arbor, chairman
of the CBoT, said Mr Katz's
departure should not affect

those discussions.

“The board of directors of i

the Clearing Corporation are I

folly committed to nnifled
clearing," Hr Arbor said.

“They will choose a successor

[to Mr Rntz] with that goal in

mind."
The new Clearing Corpora-

tion president will have to

contend with the professional

differences that have impeded
progress in those talks, indus-

try sources said.

Japanese trade

house to set up
Beijing offshoot
ITOCHU, tbe Japanese trading

house, is expected to establish

a wholly-owned subsidiary
next month in China, which,
in theory, will allow the com-
pany to compete on equal
terms with Chinese companies,

r

writes Robert Thomson in

Tokyo.
The trading house, which

will be the first Japanese com-
pany with such a subsidiary,

expects government approval
in coming weeks, and will use
the new company to oversee

its 50 joint ventures in China.

The new subsidiary, yet to

be named, will have an initial

capital of 810m and be based

in Beijing.

reporting period, compared
with an average of US$1,296
per tonne previously.

“This first-alf average price

is the lowest for any half-year

period since the LME high
grade three month contract

began in June, 1987 " they said.

SA Brewing ahead
SA BREWING, the diversified

Australian brewer, reports a

6.6 per cent increase in net

earnings to A$120.1m
(US$S0.im) for the June year.

Sales rose 13.3 per cent to

A$229bn. and the dividend is

being stepped up from 15.5

cents to 15.75 cents a share.

Tbe packaging operations

were the only division to

increase earnings, moving up
from A$97.4m to AS104.4m. The
contribution from the beverage

and food division eased from

AS75.7m to A$74.9m and the

appliances' result slipped from
A$63.6m to A$58-2m.
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Swiss Re joins US bank in venture
By Ian Rodger in Zurich

SWISS Reinsurance, the
world's second largest reinsur-

ance group, is following the
growing trend of creating com
parties which specialise in nat-
ural catastrophe insurance.
The group has joined John

Head & Partners, a New York
merchant bank specialised in

the insurance field, to form
Partner Reinsurance.
Swiss Re will put SI00m into

the venture, which will be
based in Bermuda, John Head
S25m, and other founder insti-

tutional investors Sl30m.
Partner Reinsurance then

plans to raise S5G0m from tbe

US. European and Japanese
equity markets in an initial

public offering as early as
October.
The move follows a series of

similar ventures created by
leading reinsurers in recent
months. Tbe idea is to respond
tbe soaring demand for natural

catastrophe insurance follow-

ing the sharp increase in dam-
age caused by earthquakes and
hurricanes around the world in

recent years.

Paradoxically, while soaring
insurance claims have hurt all

reinsurers in the short term,

they have also led to a funda-

mental improvement in trad-
ing conditions by shaking out
weaker competitors.

As a result, the US capital
market has become more
enthusiastic about insurance
securities, making it possible
for ventures like the new Part-
ner Re to raise equity.
Swiss Re said the new ven-

ture would differ from its

rivals in that it would concen-
trate more on markets outside
of the US.
“Our wide experience in

other parts of the world will be
of great value,” Mr Walter
Kielholz. a Swiss Re director
said

Shimadzu in Allied-Signal link
By Michiyo Nakamoto in Tokyo

SHTMADZU. a leading
Japanese precision equipment
maker, and Allied-Signal of the

US have agreed a wide-ranging
partnership for the joint devel-

opment and production of jet

engine parts. The Japanese
group said the deal might lead

eventually to an equity rela-

tionship between the two com-
panies.

The bilateral accord calls for

Shimadzu and the aerospace
division of Allied-Signal to

adopt a risk-revenue sharing
system in the tie-up whereby
profits are split between the

two companies according to

the respective share of funds
injected into the product devel-

opment of particular projects.

It follows a deal made last

Octoher for Shimadzu to sup-

ply engine gearboxes to Allied-

Signal which is headed by Mr
Lawrence Bossidy. The Japa-

i . -si) .
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Lawrence Bossidy: adopting
risk-revenue sharing system

nese company will start ship-

ping gearboxes to Allied-Signal

next month.
The two will also co-operate

in developing market opportu-

nities in China and other Asian
countries, which are expected

to be growing markets. Fur-
thermore. they are considering
taking equity stakes in each
other or setting up a joint ven-
ture company.
The latest agreement

between the two companies
reflects the growing pressures
aerospace groups are experien-

cing in the post-cold war envi-

ronment. The worldwide eco-

nomic slump is also
dampening demand from com-
mercial customers and the deal
between the two groups is an
example of the restructuring
that is likely to spread in the

aerospace industry.

Shimadzu, which has sup-
plied components mainly to

Japan’s defence forces, is fac-

ing a slowdown in business for

its aircraft equipment.
The two companies will set

up respective teams to discuss

specific projects in which they
might be able to co-operate in

the autumn.

Asbestos claims hit US insurers
By Frank McGurty in New York

THIRD-QUARTER results of
two US insurance groups,
Chubb and CNA Financial
Corp. will suffer as a result of

an agreement on settling cer-

tain claims related to asbestos

products manufactured by the

Fibreboard Corp-

As a result of the accord.

Chubb yesterday warned that

it would post a loss in the third

quarter after taking an after-

tax charge of $358m relating to

the settlement. However, the

company expects to report a

net profit for the first nine
months of 1993 and for the full

year.

The expected quarterly loss,

which works through at $3.95 a
share, would follow the compa-
ny’s announcement of second-

quarter net income of $168.5m
or $1.® a share. For the first

half. Chubb posted net income
of $294.3m. or $3.31.

CNA Financial, which is

83 per cent-owned by Loews
Corporation, said it would
take a $325m after tax charge,

or $5.26 a share, in
the third quarter because

of asbestos-related claims.

Loews, in turn, warned that

tbe agreement would reduce
its third-quarter earnings by
about $270m, or $4.17. In last

year's third quarter, Loews,
which also owns Loriilard,

which markets tobacco prod-

ucts. posted net income of

$l28.6m. or $1.98. The figure

included a $109.7m charge
relating to claims at CNA from
damage caused by Hurricane
Andrew.
Chubb said it was boosting

its reserves for Fibreboard
claims by $675m. to $1.25bn.

Partner also differed from
others in that Swiss Re would
not control it. Its stake, ini-

tially 13 per cent, would not
exceed 20 per cent. Swiss Re
said It deliberately sought to
maximise outside capital. “Our
aim is to generate as much
new capacity as possible." Mr
Kielholz said.

Also. Swiss Re itself did not
want to raise its exposure to
the natural catastrophe mar-
ket
The public sbare issue, of 66

per cent of the initial share
capital, is being arranged by
Smith Barney and Morgan
Stanley International.

|

Price fixed

for Japanese
rail offering
By Emiko Terazono In Tokyo

THE PRICE at which shares In

East Japan Railway, one of
seven regional railway compa-
nies created in 1937 by the
break-up of tbe national sys-

tem, are to be offered for sale

was yesterday fixed at Y3S0.DD0

($3,656) a share.

JR East, which will be listed

on the Tokyo stock exchange
in October, will be the first

state flotation since Nippon
Telegraph and Telephone, the

65.7 per cent government-
owned telecommunications
giant, went public in 1987.

The flotation, initially sched-

uled for last year, was post-

poned as a result of stock mar-
ket weakness. Half of JR East's

4m shares, with a face value of

Y50.000, will be sold in the first

tranche.

The success of JR East's list-

ing is seen in Tokyo as crucial

for other semi-privatised com-
panies, such as Japan Tobacco,

and the remaining six railway
groups.

The price was based on tbe

auction of 600,000 shares last

week, where the weighted
average of successful bids
came to Y379.806. The accepted
bids ranged from Y352.000 to

Y623.00Q.

Over 17,000 bids were placed

for the auction, with 3.993 suc-

cessful bids, including 52 from
foreign investors. The 10 larg-

est buyers were all major
financial institutions led by
Fuji Bank with 30,000 shares
and Long Term Credit Bank
with 21.500 shares.

INVITATION FOR BIDS

THE SHEPHEARDS HOTELAND CASINO
OWNED BY

THE EGYPTIAN HOTELS COMPANY
In the context of the Egyptian Government's privatisation programme, the Egyptian Hotels Company, through the Export

Development Bank of Egypt (EDBE) announces:

THE SALE AND COMMENCEMENT OF FORMAL BIDDING FOR
THE SHEPHEARDS HOTELAND CASINO

The Shepheards Hotel and Casino is a 332-room, five-star hotel located on the Nile River, Garden City. Cairo, Egypt. All

interested bidders, whether individuals, companies, or institutions, Egyptian or non-Egyptian, may obtain tbe Bid

Documents from the Financial Advisor, the Export Development Bank of Egypt ("EDBE"1 or Merrill Lynch International

Limited, Advisor to EDBE. as of 31/8/93 for a fee of US $300 or L.E. 1000, at either of the following addresses:

The Export Development Bank of Egypt Merrill Lynch International Limited

Att/The General Manager Att/Manager, Real Estate Finance

10 Talaat Harb Street 25 Ropemaker Street

P.O. Box 2096 Ataba London BC2Y 9LY
Cairo 11511 England

Egypt

Tel. (202) 776331 - 761 153 Tel. (44-71 ) 867 4008

Fax (202) 774553 Fax (44-71) 867 4454

Bids are to be submitted in a sealed envelope addressed to the Financial Advisor and to be labelled "The Egyptian Hotels

Company, Tender for Sale of the Shepheards Hotel and Casino" by 12 o'clock noon, Cairo time, on Thursday 28th

October 1993, which is the last date for acceptance of bids.

Bids will be opened publicly in the presence of all bidders or their legal representatives at the Financial Advisor’s

premises.

Any clarifications regarding this announcement should be addressed to the Financial Advisor or Advisor to EDBE.

YOU CAN ADVERTISE YOUR
SKILLS IN THE FINANCIAL TIMES

RECRUITMENT PAGES
FROM AS LITTLE AS £84 + V.A.T.

Looking for a

Career Change?
FDA FURTHER DETAILS PLEASE CONTACT PHILIP WRIOLEY OR Tel:

071-873 3351 Fax: 071-873 3064 oh by writing to hih at

Fihahcial Times.

RECRumiEirr Advertising, Number Ore

Southwark Bridge, London SE1 9HL

klNTCRNLTIONAL|lf |

BusinessWeek

# Den norske Bank
Primary Capital Perpetual
Floating Rate Notes

In accordance with the provisions of the Notes, notice is hereby given

due for the Interest Period from August 31. 1993 to November 30.

1 993 the Notes wiH carry an Interne Rate of pj_ and die Coupon
Amount per U.&S 10.000 wflr be U.S-$88-47.

itujua 3 1.W3. tendon

By- Citibank. MA (1uu«r SwicmlAgent Bank
CmBAhKO

This week’s topics:

“Little Giants" of U.S. exports

AT&Ts Multimedia Dream

China's new wave of reform

Has Philips found its wizard?

The booming home computer market

(For subscriptions: From UK call 0628 - 23431)

Now available at your newsstand!

BusinessWeek international

14. av d’Ouchy. CH-1006 Lausanne Tel. 41-21-617-4411

For subscriptions call UK 44-628-23431 Hong Kong 852-523-2939

QUOTE
The 'world's Lroorlc.ixi Oiiurcori tar Equit'Cii -floods
ConitnoJifi** future* & Option • (ndicir^ » f/X *u«j Newt
from «iH US* and ip.ijar CuropcLffit Exrtlii*ngct is unvr

.
ii»>o AVii ifahJft in Etiionc. vin SniclKto or land i;n 0 *,

.
QUOTEpc QUOTE

CiUI Gr^humcurk. PC QUOTE (London) DJI .*2*4X20. 45-JK^ HVPEffFEFI?

cclty Ejyt PC or OWta your LAW.



IS FINANCIAL TIMES TUESDAY a»m?iJST31 1993^

INTERNATIONAL. CAPITAL MARKETS
US MONEY AND CREDIT

Bonds’ strength unnerves analysts
NOW that 30-year bond yields,

currently at 6.1 per cent and
falling, look as if they will

breeze through the 6 per cent
barrier, some Wall Street ana-
lysts are beginning to have sec-

ond thoughts about the robust-

ness of the market's rally.

Donaldson. Lufkin & Jen-
rette is one broking house
clearly unnerved by the bond
market’s strength. In its latest

weekly report, it warned: "We
regard the long end of the Used
income market as severely
overbought and vulnerable to a
35-15 basis point intermediate-
term back-up in rates." It pre-

dicted a sharp upturn in yields

would follow on the heels of
this week's economic data.

The people at Bear Steams
have similar reservations,
although they believe any
upturn in bond yields is proba-
bly a bit further down the
road. In a report entitled
“Bond Overshoot. ” Bear
Steams economists wrote: "It

is our judgment that people are
underestimating the US econ-
omy at present... We believe

that the pace of growth in the
second half of this year will be
stronger than many people

tliink. Based on the fundamen-
tals. the bond market will face

a correction later in the year."

Mr Robert Brusca, the chief

economist of Nikko Securities

who has long been uncon-
vinced by the bond market's

rally, took a similar track. The
gist of his argument is that

inflationary pressures are lurk-

ing in the economy, ready to

reappear, azxd that market
expectations of how effective

President Clinton's budget will

be in reducing the deficit are
overly optimistic.

He concluded, darkly:
"Bonds are bombs ... tic

. . . tic . . . tic."

Some of these remarks must
have been prompted by last

week's bond market perfor-

mance. which was nothing
short of remarkable. It was a
week when no important eco-

nomic data was published,
when nothing new about the

direction of monetary policy
was said, and when many par-

ticipants were on vacation.

Yet It was a week when the
30-year bond gained one and a
quarter points, and yields

dropped horn 6.22 per cent to

6.1 per cent. All of this was

achieved without any particu-
lar support from fundamentals,
or even the technicals - it

seemed that the momentum of
the market's summer rally was
the only thing keeping prices
moving higher.

At least this week dealers
and investors should have
something substantial to get
their teeth into, in the form of

a fresh supply of economic
data. If bond yields are to drop
quickly under 6 per cent, the
economic news will have to be
consistently bearish.

Today’s release of prelimi-
nary second-quarter real GDP
figures should cause a stir.

Two weeks ago, the govern-
ment announced an unexpect-
edly wide June trade deficit,

since when economists have
been predicting that the real

GDP numbers would revised
downward to reflect the drop
in export sales.

Consequently, analysts
expect real GDP growth to

come in between 0.8 per cent
and 1.0 per cent, down from
the original estimate of 1.6 per
cent. These revisions are
already priced Into bonds, but
any figure under 0.5 per cent

would probably prompt heavy
buying, and could well send
the 30-year yield below 6 per
cent for the first time.
Tomorrow's purchasing man-

agers’ index for August will

also be closely watched, and
the consensus of forecasts
shows the NAPM index of man-
ufacturing activity edging
above 50 per cent for the first

time since May. Thursday
brings the July factory orders

data, which are expected to

show a sizeable decline on the

heels of a drop in July durable
goods orders.

Finally, the most important
number of all arrives on Fri-

day. The August employment
data will provide the latest

look at the still-depressed
labour market. Economists,
however, anticipate broad
improvement in the data, with
non-farm payrolls rising
between 85,000 and 200.000. An
increase in the civilian labour
force, however, will probably
have pushed the national
unemployment rate up from 6-8

per cent in July to 6.9 per cent
or 7.0 per cent.

Patrick Harverson

EUROPEAN HIGH-YIELD BONDS

Foreign demand underpins rally
EUROPE'S high-yielding bond
markets may soon no longer
deserve their name. This
month. 10-year bond yields in

Spain. Italy and Portugal all

fell below’ 10 per cent, the most
important psychological bar-

rier for investors.

It is the first time in their

short history that Spanish and
Portuguese markets have
reached these levels.

The strong rally in the last

month was achieved despite

the fact that the Bundesbank
did not cut German interest

rates, confounding many trad-

ers' expectations.

The breaching of the 10 per
cent barrier represents a
remarkable shift of sentiment
within a short space of time -

as recently as last October
Spanish 10-year yields were
above 14 per cent.

While there is nothing funda-

mental to stop further appreci-

ation of the Italian and Span-
ish markets, analysts are
becoming rather edgy about

the prospects for a correction.

However, the recovery follow-

ing the lack of action by the

Bundesbank on Thursday,
despite an initial sell-off by
traders, reflects that underly-

ing demand from investors,

including the retail end of the

market, remains firm.

Mr Michael Burke, bond
economist at Citibank, favours

Italy over Spain. “Italy has
much better inflation pros-

pects,” he argues, with wage
growth of 2.6 per cent com-
pared with 7.5 per cent in

Spain.

“Spain has some serious
structural problems which the

minority government is ill-

placed to address." he says. He
cites rigidities in the labour
market which have allowed
wage inflation to advance
unimpeded.
Spain is also faced

with a burgeoning budget
deficit, fuelled by regional gov-

ernment spending, which is

difficult to curb without

offending nationalist parties.

The deficit could well be as
much as 7 per cent of Spain's
GDP by the end of the year,

from just 4.4 per cent in 1992,

according to analysts.

Of course, the size of Spain's

debt is dwarfed by Italy's debt
mountain. But the market is

quite aware of the structural

problems facing Italy, and it

could be argued that these are
well discounted.

“I still don't feel comfortable

with the budget situation and
the progress on electoral

reform.” said Mr Steve Major, a
bond analyst at Credit Lyon-
nais.

Also he argues that the 120

basis point rally in 10-year

bond yields in the last month
has been overdone considering

that three-month rates have
fallen only 25 basis points.

“The long bonds have dis-

counted a lot of easing” he
said.

Mr Burke at Citibank takes a
more positive view of the Ital-

ian picture. While Italy's debt

burden remains a serious con-
cern, he believes there is room
for some improvement, since a
large portion of Italy’s obliga-

tions are in the form of interest

payments. However, since
more than 80 per cent of Italy's

public sector deficit is in the

form of short-term bills, “much
of the problem is easily curable
with lower short-term interest

rates,” Mr Burke argues.

Whatever the logic of the
rally, it has undoubtedly been
fuelled by foreign investors, in

search of higher yielding
paper, who have rarely been
such active buyers of Italy and
Spain. According to statistics,

foreign investors now hold
around a third of the Spanish
market. It remains to be seen
whether or not they will soon
decide that the yields on offer

are no longer high enough to

justify the extra risk of buying
more volatile markets.

UK GILTS

Sun still shines on the long end
JUST when you think it Is time
to get out of the water, die sun
comes out again.

So it has been with the UK
government bond market The
rally that had extended for the
past three months taking long-

dated maturities to record
highs was, by the early part of

last week, beginning to look
slightly waterlogged.

Dealers at some UK invest-

ment bouses said overseas
investors, particularly from the

Middle East were pocketing
profits. Overseas buyers have
been one of the mainstays of

the rally with gilts seemingly
offering a way into a strength-

ening pound phis an economy
growing with low inflation.

Thus it had begun to look
comparatively chilly for long
gilts even before the German
Bundesbank's decision to leave

its discount rate unchanged at

6.75 per cent
Economists had expected a

cut of at least a quarter per-

centage point which would
have given an opportunity for

hard-pressed European econo-
mies, such as France, Belgium
and Denmark, to cut rates.

In the event UK gilts were
sidelined after the news but
sterling jumped sharply and
the FT-5E 100 index hit record
highs. Then, on Friday, the sun
came out again with a 1.25

point surge in 10-year gilts and
heavier gains at the ultra-long

end of the curve.

Part of those gains repre-

sented position taking before

the long bank holiday weekend
but there was also a view that

if ERM interest rate cuts are

being pushed further back a
UK cut Is also less likely. The
receding prospects for mone-
tary easing encouraged inves-

tors to move assets towards
the long end of the yield curve,

which reflects the prospects for

low inflation.

The question that continues

to hover over the long-dated

end of the curve is whether
gilts are nearing the end of
their bull run. UK institutional

investors, used to years of
domestic boom-bust economics,

have been particularly wary of
the argument that low infla-

tion is here to stay*.

However, Mr George Mag-
nus. of SG Warburg, believes

that long yields have further to

fall and could break through 7

per cent before the mid of the

year. “We are revising our fore-

casts for yields of all the long-

dated maturities. As people
become more accustomed to

the idea of low inflation yield

curves will continue to flat-

ten,” he says.

He views both domestic and
global factors as perpetuating
the rise and the mam four rea-

sons he cites for a continuation

of the trend are:

• The subdued outlook for UK
inflation

• The possibility of fiscal

tightening at the November
budget
• A downgrading of Public
Sector Borrowing Requirement
forecasts

• The generally favourable
environment for longer dated
bonds.

UK gifts yield
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unwilling to upset their books

before the weekend and conse-

Quentiy prices were squeezed

TiipTior than the buying would

normally have token Item.

Much depends on whether

Mr Kenneth Clarke, the chan-

cellor of the exchequer, is pre^

pared to cut base rates agfflfl

within the next few months-

Whatever the outcome Mr

Shepperd feels that the sun-

shine is unlikely to continue

and long yields have fallen as

base rate
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Ms Jane Sargent, Hoare
Govett’s head of fixed interest

research, agrees that any
weakness in the gilts market
will be short-lived and cites

the strong demand for BTs
£500m Eurosterling Issue last

week as underlining the seem-
ingly insatiable appetite of

overseas investors for sterling

bonds.
The Bank of England took

advantage of Friday’s gilts

surge to announce £800m
worth of taps consisting of
£400m of 9 per cent conversion
stock maturing in 2000 and
£400m of 8 per cent Treasury
stock expiring in 2009.

Even Mr John Shepperd, of

Yamaichi, who takes a pessi-

mistic view on the future of
the UK government bond mar-
ket, acknowledged that the
overseas buyers were bade in
force on Friday. However, he
says their impact was exagger-

ated because dealers were

far as they can. “A
cut has already been dis-

counted," he says. "We are at

the bottom of the inflationary

cycle and although PSBR pres-

sures have been reduced, that

reduction has already been

taken on beard.

"Also the government won t

tightpn frsrai policy and we are

in a fairly robust recovery

which is bound to have some
impart on inflation rate.”

Yamaichi has lowered its

current long yield forecast to

tlake into account what it sees

as the short-term move to long

gilts following Germany’s dis-

count rate stance. However,

the revised figure is 7.7 per

cent, some 40 basis points

Hiptipr than current levels.

Over the week, 10-year gilts

saw a fall in yields of about 13

basis points to 6U4 per cent.

Further out, lie 834 per cent

Treasury bond maturing in

2017 was quoted at 116&, yield-

ing 7.3 per cent compared with

115%. Index-linked gilts also

rose sharply.

Peter John
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Procordia United Brands
will on the 1st September 1993 become the business area

Swedish Match
The management offices are
moving, effective as of the
above date, after which time
their address will be:

Ziindis, Fiat Lux, Cricket

,

Feudor and Poppell.

Chemin du Canal 5,

P.O. Box 222.

CH-1260 Nyon, Switzerlar
Tel: +41 22 363 93 93.

Fax +41 22 363 91 91.

The majority of the business
area's sales are outside

Scandinavia and their total

worth amounts to approxima-
tely SEK 7.600 million, the net
operating profit being approx-
imately SEK 1.200 million.

The business area's operations

will, subject to the planned
sale of the confectionery

operations, concentrate on
three product groups, namely
tobacco, matches and dispo-

sable lighters.

The business area has approx-
imately 8,000 employees and
manufacturing facilities in 30
or so locations. It also has its

own worldwide sales organisa-
tions in around 25 different

countries.

The business area includes:

Svenska Tobaks AB, tb*- ILriAS

Group, the Pinker* - - Group
and SwedishM .«,ch Lights
Division.

Well-known brand names
include: Blend, John Silver,

Ettan, Greve Hamilton,
Borkum Riff, Bellman, La Paz,
Willem II, Clubmaster, Red
Man, Granger Select, Halfand
Half Solstickan, Swan Vestas,

The business area is presently
wholly-owned by Procordia AB.
As a result of an arrangement
between Procordia's principal

owners, ownership of Swedish
Match shall be deemed to have
been transferred to the Volvo
Group, the transfer to be
effective from the latter half of
1993. The business area
company and its Supervisory
Board remain in Sweden.

MATCH
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international bonds

Brightening prospects for Nordic borrowers
SSSnS'bSrfS2 jSSTpi?

tovestow that they see the

land andsSCLSStaMt *"! of
-e°™ent behind

wS^a T* m investor *ntixnent
few montha ago was asfrwen as the Baltic Sea in winter.

invJifL!?
00
?^?1® number of foreignmv^tment banks that call me andsend me proposals compared to 10^ ^ clear

in

a

/
etptudes have changed." asenior Stockholm banker remarked

last wees.
Late last year, when the extent ofthe losses run up by Nordic banksbe^me clear and the region was

wracked by a deep economic and

f^^<

^Lcr^s
L
foTei8n investors

turned their backs on what had nre-

25SJ**1 ««* *** world^j
best credit risks.
But pledges by the governments

or Sweden, Norway and Finland to
support their respective banking
systems, as well as mnu-nting evi~
aence that the banks are coming off
the critical list, has enabled inves-
tors to adopt a more balanced view
on Nordic borrowers

“I think it is a crucial factor for

the banks," says an official at Fin-
land's Okobank, whose SiSOm issue
of floating-rate notes (FRNs) in July
marked a turning-point for Nordic
credits.

The most obvious indicator of the
extent of the rehabilitation of Swed-
ish and Finnish borrowers has been
the sharp cut in the margin or
“spread" they have to pay over the
yield on underlying government
paper. Last week, Finland achieved
its best pricing in three years when
it raised $250m through an offering
of three-year Eurobonds priced to
yield 28 basis points over underly-
ing US Treasuries. During the
financial crisis tost year, spreads on
Finnish sovereign paper widened to
around 90 basis points.
Sweden is now able to raise funds

at 10 basis points below the London
interbank offered rate (Libor) com-
pared with around 25 basis points
over Libor late last year when, like
Finland, it had to raise large
amounts quickly.
Now that the sovereign borrowers

have accomplished a large part of
their international funding pro-
grammes, there is room in the mar-
ket again for the banks and the
spreads they have to pay have come
back down.

Last week Spin tab. the Swedish
domestic mortgage association
owned by Swedbfjvk, raised $250m
through an issue of five-year FRNs
at an all-in cost of 33 basis points
over Libor, less than half the spread
on a similar offering launched in
February.

Kansallis-Osake-Pankke (KOP),
the Leading Finnish bank, also
tapped the market last week with a
$150m issue of perpetual subordi-
nated notes. This would have been
virtually impossible several months
ago when investors were reluctant
to buy even senior Nordic debt
Mr Jean-Francois Tapprest, who

deals with international funding at
KOP, says: “The access to funds has
opened totally and the spread which
KOP has to pay over Libor for three
to five-year maturities has halved."
The rehabilitation of Nordic bor-

rowers is being helped by a hunger

among Investors for high-yielding

assets. Despite the improvement in

pricing, Nordic issues still offer a

substantial pick-up over the yields

on other bonds. In addition, inves-

tors are now eager to buy Nordic
bank debt in anticipation of an
upgrading of their credit ratings.

Their hopes have been fanned by
the recent crop of good news from
the banking sector. Earlier this

month Scandinaviska Enskllda
Banken. Sweden's leading bank,
said it had returned to profit in the

second quarter and had withdrawn
its request for state support.

Norway's two biggest banks, Den
norske Bank and Christiania Bank,
reported a return to profit in the

first half. In Finland. KOP and
Unites, the second- largest bank, say
they will cut their losses this year.
So far. the two biggest Swedish

players. SB Banken and Svenska
Handelsbanken. have not moved
back into the bond market, concen-
trating instead on rights issues in

order to rebuild their capital.

The only Swedish corporate bor-

rower this year has been Vattenfall.

the national power group, which
raised S500m through an issue of

five-year Eurobonds in May.

Syndicate managers and borrow-

ers alike believe spreads will con-

tinue to tighten, but there are two
factors which could interrupt this

trend. One worry is the huge bor-

rowing requirements of the Swedish
and Finnish governments stemming
from their budget deficits.

They are spreading their borrow-

ing among different instruments,
but there is same concern that non-
sovereign borrowers could be
crowded out once again, in which
case spreads would go back up.

Tbe second is the depth of

demand for Nordic issues, despite

the improvement in investor senti-

ment. “Certainly there is a window
of opportunity now," says an offi-

cial at a senior Swedish bank. "But
if a lot more banks come out with
issues rapidly, the market could
become saturated."

Hugh Carnegy and
Antonia Sharpe
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RISK. AND REWARD

Wreckage of ERM
may signal end to
era of easy profits

IN THE wake or the
widening of the
exchange rate mech-
anism's bands ear-
lier this month,
European political

leaders - and in
particular tbe
French. - have
talked or getting

their own back on tbe speculators

who sabotaged their cherished sys-

tem. But the politicians may not
have to wait very long before they
get some revenge.

Over the last year, currency deal-

ers have made substantia] profits

by taking successful one-way bets

on the devaluations of sterling, the
Italian lira, and the Iberian curren-

cies. But the latest ERM crisis does
not appear to have been a source of
unqualified joy for foreign exchange
players. Unexpected exchange rate

movements in the French franc and
Danish krone have trimmed some of

the profits of speculators who were
selling these currencies.

At the same time, the greater

fluctuations now seen in European
exchange rates have forced some
speculative players to abandon
long-standing techniques for mak-
ing huge profits out of Europe's
semi-fixed exchange rate system.

In recent weeks, some dealers in

London and New York have talked

of bow movements in European cur-

rencies have taken them by sur-

prise and caused them to give back
some of their profits.

The French franc has performed

far more strongly against the
D-Mark than had been anticipated

when the ERM bands were first wid-

ened. Instead of the immediate
move down to FFr3.60 against the

D-Mark that had been expected, the

franc bottomed out at FFr3.5300

immediately after the ERM bands
were widened.

The franc has been supported by
France's policy of slowly reducing

interest rates, and analysts think

that the French currency will soon
be forced to new lows against the

D-Mark. But some traders wbo bor-

rowed francs and sold them near
the FFr3.5300 level have closed their

positions and taken a loss.

A number of US investment
banks have operated funds in

recent years which allowed custom-
ers to use low interest rate curren-

cies, like the US dollar, to invest in

high-yielding ones like the Danish

krone and Spanish peseta.
These investments were bound to

lead to high returns because there
was little chance of a depreciation
in tbe value of the currencies that
had been purchased while they
were in tbe narrow bands of the
ERM.
Using the technique of margin

trading, an investment bank could
enhance profits by taking positions

in these currencies which were up
to 10 times the size of the original

sum deposited by clients.

But the recent changes in the
ERM. and the greater volatility in

exchange rates, has made these
funds far riskier to operate.

Last week. Bankers Trust, the US
investment bank, revealed that it

was seeking a vote from investors
to liquidate a fund called “The
Diversified Currency Management
Fund" which had made substantial

gains by investing in European cur-

rency markets.

Bankers Trust said it was also

seeking to change the nature of

operations of another fund which
had gained from differentials in

interest rates. Its Investment objec-

tives were now to become more
"opportunistic".

Both funds had assets of S&lOm
invested in them by the bank's cus-

tomers. Tbe funds were used to take

leveraged positions up to 10 times

that size, and could therefore have
been responsible for pushing as

much as $6bn tiirough the currency

market.
Mr Bill Tazza, managing director

at Bankers Trust, said the invest-

ment bank had been, ‘‘pro-active'' in

its decision, and that the widening
of the ERM bands had made this

interest rate play more difficult. He
said the decision to change the
nature of these funds bad not been
taken against a background of
losses.

"There are quite a number of
these sorts of fund in the market
place." he said, “but the risk/reward

ratio of this trade has now changed
considerably”.

European governments should
not take the view that the crisis in

the fixed exchange rate system was
entirely in tbe interests of currency
speculators.

For some players in this market,

the wreckage of the ERM may have
signalled the end to an era of easy
profits.

James Blitz
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ENCOURAGING SIGNALS

GOOD NEWS FROM EASTERN GERMANY

1
1993

REMAINS DIFFICULT

In the 1st half of 1 995, earnings in Electricity increased

once again, Trading/Transportation/Services matched

the previous year’s level despite a difficult economic

environment However, a substantial earnings decline

in Oil and wholly unsatisfactory results in Chemicals led

to an overall decline in Group net income of 13.2% to

DM 316 million.

From today’s point of view, we anticipate the 1993

earnings to continue to develop as they did in the 1 st

half. However, we are optimistic that the cost-cutting

measures will show their full positive effects in 1994.

I
INVESTMENT PROGRAM

IN THE NEW STATES

Good news from Eastern Germany:

Following the agreement of the last of Eastern Germany’s

164 municipalities to accept the “Stromvertrag^. the

way has been cleared for an investment program to

privatize the region's utilities, five of which are managed

by PREUSSENELEKTRA and on which PREUSSEN-

ELEKTRA plans to spend DM 600 million in 1993. By

the year 2005, total capita) expenditure in the electricity

sector will amount to DM 6.7 billion.

Eastern Germany’s principal utility VEAG, in which

PREUSSENELEKTRA intends to acquire a 26.25% inter-

est, has earmarked some DM 50 billion for modernizing

the Eastern German power industry by the year 2005.

Other major electricity projects of PREUSSENELEKTRA:

the 900MW lignite power station in Schkopau near

Leipzig and the 160MW power station in Kirchmoser,

Brandenburg.

I
SOUD
FOUNDATIONS

1992 sales in Eastern Germany amounted to DM 4.1

billion. With a regional investment focus on the new states

ofDM 8.4 billion ( 1993 - 1997). we will concentrate

on infrastructural improvements, i.e. generation and

distribution of electricity, supply of gas and water, as well

as waste business.

The initial steps to establish the mobile telephone net-

work E Plus have been taken in Eastern Germany.

To date, ARAL (VEBA interest 56%) has built up a

network of 147 service stations in this region.

With some 7.000 employees in the new states, ST1NNES

and RAAB KARCHER concentrate on D1Y markets,

building materials trading, transportation, warehousing

and handling, coal trading, thermal engineering, and DP.

VEBA IMMOB1LIEN is engaged in urban development,

housing, and commercial real estate in Leipzig. Berlin,

and Weimar.

VEBA laid the foundations for a prosperous future of

this region.

I
VEBA

TODAY

We are well preparedforfixture challenges.

Our companies are engaged in

- energy, chemicals, and petroleum products

- trading and sen 'ices

- integrated transportation and logistics systems.

I
VEBA

SHAREHOLDING

With 466.000 shareholders, VEBA is one ofthe largest

publicly owned companies in Europe. 25.000 foreign,

primarily European investors currently hold 54°o ofthe

capital stock.

Copies of the Interim Report as of June 50. 1995 and

further information is available from

VEBA AG, Public Relations,

Bennigsenplatz 1, 40474 Dusseidorf. Germany.

Tel ++49-211-45 79-567. Fax ++49-2II-45 79-5 52

Group Key Figures Jan.1 -June 30,1993 Jan.1 - June 30,1992 Change

DM million .

.

33,121 . .

.

...+ 0.3%

Group Net Income DM million . .

.

318... 364. .

.

...-132%

. DM million .

.

2,041 .. 1,832. .

.

. . . + 11.4%

Personnel {June 30, 1993/Dec. 31, 1992) 129,071 ,

.

129,802. .

.

...- 0.6%
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WORLD STOCK MARKETS
AMERICA

Dow starts new week on the upbeat
Wall Street

US SHAKE prices edgedWgW
across the board yesterday
morning, aided by stronger
overseas markets and farther
declines in domestic bond
yields. corites Patrick
Banerson in New York.
At midday, the Dow Jones

Industrial Average was up 6J5
at 3,646.78. The more broadhr
based Standard & Poor's 500
^ined 0.77 at 461.31, while
the American SE composite

1-39 firmer at 456K8 and
the Nasdaq composite up 235
at 737.02. Trading, volume an
the NYSE was 85m shares by
midday.
At the end of. last week,

EUROPE

profit-taking brought leading
indices a few points down from
their record highs, so analysts
were expecting this week to
start on an upbeat note. Those
expectations were met. partly
due to gains in Japanese
German equity markets, and to
fresh strength in the US bond
market
In recent months lower bond

yields have been the mafti driv-
ing force behind the equity
markets' record-breaking run,
and yesterday morning the
benchmark 30-year govern-
ment band edged higher iwra
again, lowering the yield on
the issue to 6.124 per cent, near
its historic low.
The day’s only major eco-

nomic news — the 5.0 per

drop in July new home sales -

had no apparent effect on
investor sentiment Investors
will get a much better picture
of the state of the economy
later this week when a raft of
key data, including second-
quarter real gross domestic
product and the August
employment report is released.
Technology issues were in

demand, with Motorola firming
$1 to $96%, IBM adding $% at
$44%. Digital Equipment rising
$% to $41%, and Compaq,
which launched new models on
one of its range of personal
computers and lowered prices
on others, climbing $% to $53.

Chubb eased $% to $89% as
Investors took in their stride

the news that the big insur-

ance company will be taking
an after-tax charge of S358m, or
S335 a share, In the third quar-
ter to cover an agreement that

one of its units has struck to

settle certain asbestos-related
insurance claims

Profit-taking took the shine
off car manufacturing shares,
which were among the market
leaders last week. Chrysler
eased $14 to 543%, Ford shed $%
to $51% and General Motors
dipped $% to 546%.
On the Nasdaq market,

Lotus Development moved
ahead $1% to $32’/* in volume
of 2m shares after broking
house Donaldson Lufkin & Jen-

rette upgraded its rating on the
stock to “buy" from "moder-
ately attractive", citing the

strength and breadth of the
company's products.

Other technology stocks
were also firmer, with Micro-
soft up $% at 872%, Intel SlV*

higher at 864% and Sun Micro-
systems ahead S% at 525%.

Canada

TORONTO was little changed
in quiet midday trading. The
TSE 300 index was off just 0.73

at 4.132.67 in volume of 8.73m
shares worth some C577.2m.
Advancing stocks outpaced
declines by 187 to 132, with 207
Issues showing no change.
The precious metals index

moved forward 74.82 to 9.566.41,

helped by a gain for Placer
Dome of C$% to CS28%.

Taiwan’s hopes rise

for a second-half rally
Prospects favour equities, writes Dennis Engbarth
r
|

1 aiwan's equity market ment of Jardine Fleming market investments me

Paris equities soar to another record close
THE ABSENCE of UK traders
for the August bank holiday
affected bourse turnover,
unites Our Markets Staff, lead-
ing in some cases to increased

p sensitivity at share price leveL
PARIS, hoping for an inter-

est rate cut by the Rank of
France, which failed to materi-
alise, nevertheless
its heady optimism for eco-
nomic recovery, and the
CAC-40 index soared to
another record close. The
index advanced 2L79, or 1 per
cent, to 2^505.67 in turnover of
FFriLTbn.

Even a rise in unemploy-
ment data, which came in at a
record high of some Rtn, did
not dent the market’s enthusi-
asm, as the Matff also rose to
unseax levels. Some technical
trading ahead of today’s expiry
of August ftrtures and options

v was another contributory fac-

tor behind the gains.

There were technical rea-
sons, too. for the rise in St
Gobain and L’Oreal stock, with
the index weighting of the two
groups due to be Increased
today as new shares are listed.

St Gobain rose FFr7 to FFr584
and L’Oreal FFr27 to FFr1,183.

Canal Pins was one of the
day’s few fallers, off FFr7 to

FFrU295, as the government
amwimmi plans to raise the
limit on stakes held in televi-

sion companies from 25 per

ASIA PACIFIC

cent to 50 per cent
FRANKFURT overcame a

couple of minor disappoint-
ments to close higher, led by
Allianz on technical grounds
and Daimler on ftmriamaptafo

The DAX index rose 17.29 to
1,921.89 with Allianz up DM58
at DM2.570 and Daimler
DM1&50 higher at DM748.50 -
both at new highs for the year.
Turnover fell from DM6.7bn

to DM5-8bn. DB Research raid
that it liked the Alban? chart,
now that the insurer has bro-
ken firmly through the
DM2500 level; a technical ana-
lyst saw the next resistance
level at DM2£00.
Daimler figured in a week-

end report by Manager maga-
zine which said that Its Mer-
cedes operating unit wanted to
cut costs by DM3bn in the cur-

rent year, in addition to job
cuts already announced. Daim-
ler said there was nnthmg pew
of substance in the report
Hoechst, the third of the big

three chemical groups to
report half year profits, lost

DM1.10 to DM280.10 after a 31
per cent fall at pre-tax leveL
Some traders called this mar-
ginally disappointing; others
said that the results were in
line with expectations after the
BASF and Bayer declines last

week.
A more dramatic fall was

seen at Linotype-Hell, the

printing machinery company,
which lost DM32 to a new 1993
low of DM378 after a heavy
first half loss. It recovered
from an intraday low of DM365
after the company announced
a wide-ranging job cuts pro-
gramme to reduce its work-
force by 15 per cent.

ZURICH featured recovery
hopes at the employment
agency group, Adia, and the
forecast of a marked 1993 loss

at the telecommunications
equipment manufacturer,
Ascom, as the SMI index main,

tained its equilibrium to dose
ZS higher at 2.481.0.

Both Adia and Ascom had
been seen as tumround situa-

tions, said Mr Frederick Hass-
lauer at Swiss Volksbank in

Zurich, but yesterday’s news
sent them in opposite direc-

tions with Adia SFr4 higher at

SFrl75 and Ascom SFT70, or 5.3

per cent lower at SFrl,25Q.

AMSTERDAM set new
records, with the CBS Ten-
dency index gaining L8 or 1.4

per cent to 129.9. The financial

sector was strong following
ABN Amro’s good results last

week: its shares advanced
FI 2.00 to FI 69.20, while ING
was up FI 230 to FI 73.90.

IHC Caland, the dredging
group, added FI 2.50 to F13&00
in advance of a forecast of 14
per cent profits growth in 1993,

which came after the close.

MILAN saw some activity in

Montedison and Ferfin as the
former's shareholders meeting
was held, with the latter’s due
today. Montedison picked up
LAI or 5 per cent to L645 as
fears that there might be an
announcement of a merger
between the two groups
abated. Ferfin’s shares
advanced L4.75 to L245.

The C-omit index rose by 455
to 632.86.

Analysts at InterEuropa
added that strength in hanieg

yesterday might also have
been due to a number of for-

eign investors coining into the

market. Banca Commerciale
rose L47 to L5.432 and Credito
Italian^ L70 to I fl ftSfl

BRUSSELS sounded despon-
dent as the Bel-20 index ended
8.88 down at 130625 in lower
than usual turnover of
BFr704m. The market has
retreated from the highs it

achieved nearly three weeks
ago; some dealers said that
investors were unwilling to

move on Belgian shares until

the country's social pact is on
track, and a solution is found
to its burgeoning pubic debt.

STOCKHOLM'S equities,

especially its interest rate sen-

sitive ones, defied a rise in

bond yields as the Aff&rs-

vSrlden general index recov-

ered 22.00, or 1.7 per cent to

1,292.20 with the financial

Nikkei registers its fifth consecutive gain

Tokyo

HOPES of an imminent cut in

the official discount rate

helped the Nikkei average to

register its fifth consecutive
gain, writes Errriko Terazona in

Tokyo.

The Nikkei rose 121.01 to

20,912.69. Index-linked trading

supported activity in the morn-
ing session, but lost steam
later, the index falling to a
day's low of 2),747.67 In the

afternoon before rising to a
high of 20,924,09 just before the

dose.
Volume came to 205m shares

and advances led declines by
615 to 332, with 217 issues

unchanged. The Topix index of

all first section stocks put on
7.09 at 1,677.63-

Market participants hoped
that the government’s flotation

of East Japan Railway shares,

which will be listed in October,

would revive trading. The pub-

lic offering price for the 1.4m

shares was fixed at Y380.000

after the market closed.

Fujitsu, the day’s most
active issue, firmed Y5 to Y839,

supported by hopes about the

government’s investment in
telecommunication infrastruc-

ture, and the company's devel-

opment of a shopping cart with
a scanner which reads bar
codes. Nippon Telegraph &
Telephone appreciated Y8.000
to Y955,000.

Strong demand in semicon-

ductor chips boosted Nikon,
which climhed Y12 to Y937.

The company is likely to revise

upwards its sales forecasts for-

chipmaking equipment for the

year to next March.
Housing issues were strong

on hopes of renewed demand
in the near term. Sekisui
House rose Y30 to Y1.440 and
Daiwa House Y40 to Y1.710.

Steels were lower on profit-

taking: Nippon Steel shed Y6
to Y375 and Kawasaki Steel

lost Y9 to Y365.

In Osaka, the OSE average

rose 27,50 to 22,773.75 in vol-

ume of 20.2m shares.

Roundup

THE REGION was quiet and
mixed yesterday, reflecting the

UK holiday and other closures

in Hong Kong, Kuala Lumpur
and Jakarta.

AUSTRALIA set a six-year

high, the An Ordinaries index
adding 7.4 at 1,956.0. its best

since before the global stock

market crash in October 1987.

Turnover fell from A$810m
to A$366m, hut brokers
reported US-based buying on a
combination of a higher gold

bullion price and a favourable

interpretation of Australia’s

current account deficit

Media stocks were among
the star performers, the media
shares sub-index rising 265.1,

or 1.8 per cent, to 14.353.0

after weekend claims that they
were undervalued. News Corp
moved forward 10 cents to

A$10.04 and John Fairfax was
19 cents higher at A$2.95.

SEOUL tumbled in thin trad-

ing as it extended last week’s 6

per cent decline, the composite

index failing a further 17.70, or

2.6 per cent to 672.12 in vol-

ume of ULSm shares.

Share prices were hit by
speculation that the govern-

ment will not include mea-
sures to boost the stock market
today when it unveils a pack-

age of follow-up measures
aimed at minimising the
adverse effect of the newly
enforced financial system,
requiring the use of proper
identities in all financial

transactions.
NEW ZEALAND was dragged

lower by falls in Telecom,
Carter Holt Harvey and
Fletcher Challenge, although
Brierley Investments backed
the trend, rising 4 cents to a
1993 high of NZ$1.25 on specu-

lation about a large asset sale,

later denied by chief executive

Mr Paul Collins. The NZSE-40
index finished 14.40 down at

1,984.10 in turnover of NZ$65m.
SINGAPORE consolidated, a

12.82 fall to 1,995.10 in the
Straits Times Industrial index
aggravated by a decline in

Metro Holdings, which traded

ex-rights for the first time.

MANILA was lifted by Fri-

day’s advance of $1% to S42K
in Philippine Long Distance
Telephone on the American
Stock Exchange. The compos-
ite index rose 1028 to 1,776.07.

BOMBAY, closed today for a
Moslem holiday, fell 35.17 to

2,633.79 in thin trading.
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index up 4.4 per cent.

Volvo Bs closed SKrl4 better

at SKr484 on speculation about
a merger with the French Ren-
ault. and on last week’s unex-
pectedly strong six-month
earnings report
VIENNA continued to move

forward, although prices ended
off earlier highs. The ATX
index rose 3.51 to 1,007.75.

WARSAW fell by some 7 per
cent as as investors took prof-

its after the market’s recent
heavy gams. The WIG index
fell 503.4 to 6,970.7 in active

turnover of l,000bn zlotys.

• The FT-SE Earotrack 100
index was unavailable yester-

day because of the holiday in

the UK.

SOUTH AFRICA
GOLD shares ended mainly
lower in slow trading as the

bullion price remained steady.

TToe golds index relinquished 9
to 1,705, while the overall

index receded 6 to 4>Qll. How-
ever, industrials inched for-

ward 1 to 4,615.

Among golds, Vaal Reefs
resisted the trend and firmed

50 cents to R349.50. Kloof lost

75 cents to R42.75 and Gold
Fields fell R2.25 to R82.50.

Elsewhere, Barlow Rand and
5A Breweries retreated 50
cents apiece to R40.50 and
R62.50 respectively.

T aiwan’s equity market
could be ready for an
upturn helped by

improved prospects for export-

oriented manufacturers and
financial companies.
Confidence may also revive

on political grounds: worries
over a possible spilt in the rul-

ing Kuomintang fKMT) party

were eased earlier this month.
Some analysts believe that

the TSE weighted index could

again reach the 5,000 level that

it hit at the beginning of April

this year, although others
more cautiously forecast a
move to about 4,400.

Since April the index has
fallen back, before stabilising

around the 3,BOO to 4.100 area,

closing yesterday at 3,923.

The market’s prospects may
also be helped by a recommen-
dation last week by Baring
Securities, rating Taiwan as
the most attractive of the
world’s emerging markets,
with performance in the short

term being assisted by tbe
strength of the dollar.

The market’s first-quarter

rally coincided with the resig-

nation of Mr Hau Pei-tsun as
prime minister and his replace-

ment by Mr Lien Chan, who
has adopted a more pro-busi-

ness style of government.
However, indications of an

economic slowdown emerged
in the second quarter, while
the start of an economic con-

traction in mainland China
also hurt a number of manu-
facturing companies exporting

to or Investing there.

As a result, the weighted
index fell back, recording a
year’s low of 3.135.56 on July 7.

Earlier hopes for brighter

economic prospects in the sec-

ond half have been dampened
by the most recent government
forecast, which anticipates a
slight decline in growth in the

last six months of the year.

Nevertheless, the recent depre-

ciation of the New Taiwanese
dollar against the US dollar

has begun to have a positive

impact on export orders.

“This factor will boost the

performance of export-oriented

sectors, such as electronics."

says Mr George Hou, deputy
manager of the fund depart-

ment of Jardine Fleming
Taiwan Investment Manage-
ment. He adds that the perfor-
mance of Taiwanese electron-
ics companies will also be
helped by the intense competi-
tion raging in the personal
computer sector in the US and
Japan.
“US and Japanese makers

are coming to Taiwan to order
low cost but high quality com-
ponents, or to set up original

equipment manufacturing
arrangements,” he notes.

The most positive develop-
ment for equities has been the

Taiwan

Indices rebased

recent derision by the Central

Bank of China to relax its usu-
ally tight monetary policy in

an effort to spur a sluggish
economy.
Mr Lin Yung-kui. manager of

S.G. Warburg's research
department in Taipei, believes

that this decision will be “a
very major factor” in boosting
the market.
The Central Bank of China

began to lower interest rates

on secured loans from banks to

encourage local banks to
reduce their own rates.

But after major local banks
showed a reluctance to make
rate reductions, the CBC
relaxed selective credit restric-

tions on August 14. These had
been imposed in February 1990

to cool speculation in equities,

the property sector and foreign

exchange markets at a time
when the TSE hit its all-time

high of more than 12,000.

“This measure, and lower
deposit rates, will make stock

market Investments more
attractive," says Mr Hou.
Taipei is also trying to

attract more foreign capital
into the local market, mainly
through liberalising the regula-
tory environment.
Mr Yu Plng-nan. assistant

general manager of CBC's for-

eign exchange bureau, says the
bank, together with the Minis-
try of Finance and the Securi-
ties and Exchange Commit
sion, decided to introduce
several measures to encourage
foreign investment in the
equity market.
Mr Yu says the Ministry of

Finance will soon announce a

rise in the total quota for
investment by foreign securi-

ties houses in the stock market
from £L5bn to $5bn. Approved
foreign securities investment
has already surpassed KUhn.
“Foreign Investment is far

below the proposed new quota,
but the move indicates a posi-

tive attitude," says Mr Huang
Shu-shcn, vice-president of the
international department of

National Securities.

The CBC also announced
recently a rule which allows
each foreign investor to invest

up to SlOOm at a time, instead

of having to divide invest-

ments in lots of 850m. The CBC
also asked the Ministry of

Finance to liberalise rules on
the repatriation of capital and
earnings.

A t present, each investor

can repatriate earnings

or invested capital a
year after entry and only once
each year.

The new draft rules, which
may take effect by the end of

the year, will allow foreign

investors to repatriate earn-

ings or invested capital within

three months of entry, and will

not place limits on the number
of transactions.

Mr Lin Yung-kui, manager
of S.G. Warburg's research
department in Taipei, is

impressed: “Unless the results

of the local elections in late

November are very bad for the

KMT, political apprehension
should be relaxed, producing a
strong performance in the last

month of the year.”

m FINANCIALTIMES CONFERENCES

INTERNATIONAL PACKAGING
AND THE ENVIRONMENT
London - 18 & 19 OCTOBER, 1993

The Financial Times second conference on the international packaging industry will look

at the implications of legislation and the opportunities and problems facing the industry

and its customers. Co-operation in the packaging chain, whether recycling or

incineration is the way forward will be examined, as well as the opportunities for new
uses of resources.

Speakers Include:

The Rt Hon John Gummer MR
Secretary of State for the Environment

Mr Hans Alders

Ministry of Housing, Physical Planning

& the Environment, The Netherlands

Mr Thierry Marraud
St Gobain Group

Mr Dermot F Smurfit

Jefferson Smurfit Group

Mr Walter Brinkmann
Coca-Cola International

Mr William Seddon-Brown
Waste Management International

Mr Michael C Coe
Lever Brothers Limited

Mr Clemens Stroetmann
Federal Ministry for the Environment,

Nature Conservation & Nuclear Safety,

Germany

Mr Yannis Paleokrassas
EEC

Mr Colin J Williams
SCA Packaging Business Group

Mr Matthias K Miranda
Frantschach AG

Mr Andrew Somogyi
FEVE

Mr John Chamberlin
Iggesund Paperboard (Workington) Ltd

Mr Amed£e Chomel
Groupement National des
Hypermarches

INTERNATIONAL PACKAGING
AND THE ENVIRONMENT
H Please send me conference details

n Please send me details about marketing opportunities

r3

Financial Times Conference Organisation

102-108 Clerfcenwell Road, London EC1M 5SA
Tel: 071-814 9770. Tlx. 27347 FTCONF G.
Fax: 071-873 3975/3969
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AEGON N.V.. The Hague. The Netherlands

INTERIM DIVIDEND 1993 AEGON N.V.

The Executive Board, with approval of the Supervisory Board, announced that for

the fiscal year 1993 an interim dividend of NLG 1.15 per common share of

NLG 2.50 nominal value, or a - to be determined - fraction of a common share of

NLG 2.50, will be payable.

AEGON N.V. offers its shareholders the choice of receiving the interim dividend

wholly in cash, or wholly in stock to be paid out of the tax-free paid-in surplus, or

if so required, out of the net income of the first half of 1993.

The stock fraction will be fixed after closing of the Amsterdam Stock Exchange on

Wednesday, September 15. 1993. The closing share price of that day will be used

to calculate the stock fraction, resulting in a value of the stock dividend which will

range between 2% and 5% below the value of the cash dividend. For example, in

case of a share price of NLG 90.00 the indicative stock fraction would amount to

1/81 share (value of stock dividend 4,6% lower than value cash dividend).

The time schedule is as follows:

26 August 1993 Start of period in which choice can be made.

15 September 1993 End of period of choice.

Upon closing of the Amsterdam Stock Exchange, the

final stock fraction will be determined.

16 - 24 September 1993 Trade in dividend coupons to obtain rounded numbers.

23 September 1993 Payment of dividend.

Holders of common shares are requested to pass on their choice for shares through

their bank or broker to N.V. Nederlandsch Administratis- an Trustkantoor (Nedam

Trust). Shareholders who wish to receive a cash dividend are requested to pass on

their choice through their bank or broker to the principal paying agent. ABN AMRO
Bank N.V. For those shareholders, whose shares are held in custody with a bank,

who do not indicate a preference for cash or stock, the bank will automatically

claim the interim dividend in stock (as is the case with the final dividend

procedure).

Shareholders who do not hold their shares with a bank or broker must pass on

their choice for shares directly to N.V. Nederlandsch Administratie- en

Trustkantoor (Nedam Trust], Herengracht 420, 1017 BZ Amsterdam. The

Netherlands. Those who wish to receive a cash dividend must pass on their choice

directly to the paying agent. Shares which are not held in custody, and on which

no preference for cash or stock is indicated, will receive the interim dividend in

cash.

After October 15, 1993. the interim dividend will be payable only in cash.

The Executive Board

The Hague. August 26. 1993
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BANQUE NAT IONALE
DE PARIS
Ecuioo.rao.ooo

Floating Rats Notes due 1996
Notice is hereby given ttiat the rate of

interest for (he period from August3 1st

(993 to November 30tn. 1993 has
toen fixed at 7 53125 per cent per

annum. The coupon amount duo
fa: this pened is ECU i9o 37 per

ECU lu.COO denomination and is

payable on the mtorest paymeoi dato

\cvernier 30m. 1993.

The fiscal Agent

Banque Natlonalo do Paris
(Luxembourg) S.A.

Fly JAL and double
your mileage credits

From 1st September to 30th November IV‘^3. b :s .iv,:^

on all international JAL f!:£hts. CaV ••.o:,:
1
'

•'

c
'.* U\-:i

r-iwyaugtapax.

U.S. $125,000,000

BANK OF BOSTON
CORPORATION
Floating Rate

Subordinated Notes Due 1998
Issued 26th Auaust 1986

Interest Rate 3.3% per annum
Interest Period 31st August 1993

Interest Amount per

U.S. $50,000 Note due
30th November 1993

30th November 1993

U.S. $417.08

Credit Suisse First Boston Limited
Agent

SOCIETY GENERALE
USD 210.000.000
SUBORDINATED

FLOATING RATE NOTES
DUE 2002

For the period August 27,1993

to February 28, 1994

the new rate has been fixed at

5,125% PA.
Next payment date:

February 28,1994

Coupon nr:3

Amount:
USD 131.68 for the

denomination of USD 5 GOO
USD 2633.68 for the

denomination of USD 100 000

THE PRINCIPAL PAYING
AGSVTTSOGENAL

SOOETEGEMCRALEGROUP
15, avenue Emile Router

LUXEMBOURG

The Financial Times plans

to publish a Survey on

MEXICO
on Monday,

October, 11th 1993

against a backdrop of next

year's Presidential

elections, and with the

North American Free

Trade Agreement still

hanging in the balance.

The survey will include

among other topics,

assessments of the

economy, the banks and

brokerages, and examine

Mexico and ita standing on

the international markets,

as well as spotlighting the

country’s most important

companies.

Information on advertising

opportunities and rates can

be obtained from Paul

Maraviglia on 071-873

3447 or Fax. 071-873 3696.

Weekend FT
Residential Property

To advertise your properties to

an international market

contact:

JoAnnGredell - pfcff Ygffc -

Tel 212 752 4500

Fax 212 319 0704, or

Sonya MacGregor - London -

Tel 071 873 4935

Fax 071 873 3098

U.S. $300,000,000
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JELENIA g6ra
Explore Your Potential!

O-.ei 140 foreign companies h3ve established thidr business m Ihe Jelenia Gfe. province of PDtrnd and invested mom Ihan USS ifi million in 1992 alone.

Province of Jelenia Gora - Profile
.'tree. 4J78 square km

Pfipuuiiior,: 520,000 inhabitants, urban population 67%

Maiur towns: Jelenia Gdra 93^00 people Boleslawiec >14.500 namV
Zgomekc 38,000 people Urban SSfc
Kamienna Gora 23.800 people

people

Climate: Mountainous in the sooth, softer in the rest of the region

CWimiRo: Academy of Economics, Technical University

\tam ieaeaics: industry, building services, tourism

Muiera! resources: lignite, natural aggregates, road and building stone, chemical raw materials, lime, fireproof raw materials,
mineral and therapeutical waters (glauber ami others).

[

The regran is highly urbanized and industrialized on one hand, and on the other hand has a concentration of valuable and sometimes unique
national treasures of nsiure and cultural heritage, H

There arc a; presenl over 14,000 companies and enterprises engaged in business in the Province, a huge increase from January 1989 when them
were 1,200 companies in the region. This growth has occurred in the private sector only.

Comparing the Jsienia Giira province to the rest of the country makes its artiacdveness obvious, it is positioned next to the enormous EC market
With good access. There is a variety of investment and cooperation programmes available ranging from straightforward trade contacts through
joan venture* oaingh: purchase of stale-owned companies to be privatised either partially or as a whole. Its highly skilled workforce is well
educated, usJ eager ro work to standards sometimes excelling those of the EC but at measurably lower cost. It is a pre-consumer society

»«h enormous cee-is for goods and services. It baa good banking and professional consulting services in evoty field of business. The preference
fa: new techra-Iagies gives scope for investment for the future, running well In the twenty first century. Readily available factory buildings await
the foreign nr. esrr.

ftod*3fo3 initiatives important to the province are geared to the expansion to export orientated manufacturing of world standards and also to
iwr»»Mifi itfrac market produced! to give more product variety.

Ui tu:uni beau:y msata: tegs porential for tourist development. In tourism, particular preference is given to:

ikvdoprrcn: of the so far neglected but of high tourist value;

development of valuiiie hiswrical buildings to adapt them into hotels, health and recreation centers and new tourist facilities;

Mid the »ie ci a recreation centre.

You are only too welcome tojoin in the profitable growth of the Galena garret province.

Pleat* i-oHiast: Karkontrstai Agengja Rotnvojn Regtomdnego, ul. I Mula 27, 58-500 Galena Garret, Poland, phone (075) 232-931,
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Pirate nxrtasi: Karkontrslca AgeiwJ

u.s. $100,000,000

First Bank System, Inc,

Floating Rate Subordinated
Capital Notes Due 1997

Interest Rate

Interest Period

0/4 /

o

per annum

31st August 1993

30th November 1993

«!*“ 0et*e
I

Doc*"^ Moral t

121
3,41

122 - t aa
IS °- 7® ij?124 0-32 0.77?®|W 9,170 104.701 28 uw
^AS^d's&wfyiSm »?“ 0p0,, ‘mDfDO' 2S4.884T M S upon Ifltereat Dguroa ore tor His previous day.

Puts
Docorntw

aiG
0.29
0.34
052

Interest Amount per

U.S. 550,000 Note due
30th November 1993 U.S. S663.54

Credit Suisse First Boston Limited
Agent
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The Ft Interview

Germany’

s

young
pretender
Rudolf Scharping, leader of the
opposition Social Democrats,
speaks to Quentin Peel

O n the wall of the
state premier’s
office in Mainz,
capital of Ger-
many’s Rhine-

land-Palatinate, hangs a large

and rather faded Gobelin tapes-

try. It has been there since the
days when Mr Helmut Kohl,

German chancellor, was the
first man in the Land.

I confess that I don’t find it

very beautiful” says Mr Rudolf
Scharping, the current incum-
bent of the office. “I'm plan-

ning to replace it with this,” he
says, producing from behind
his desk an austere but stri-

king Andy Warhol original,

recently presented by a friend

The painting features three

champagne glasses, two of
them overturned, one upright
"It seems rather appropriate,”

he says.

Just so. For Mr Scharping
emerged in June as the clear

victor in a three-way race for

the leadership of Germany's
opposition Social Democrats.
Since then he has moved rap-

idly to consolidate his position,

persuading his principal rivals

to back him as party candidate

for Chancellor.

The fact that he has still not

quite set his personal seal on
his office in Mainz, since he
defeated Mr Kohl’s Christian

Democratic Union in state elec-

tions in April 1991, is also per-

haps appropriate. For his

sights are now set on Bonn,
and the race to displace Mr
Kohl in nest year's national

elections.

It is going to be an uphill

struggle, the young pretender

against the old campaigner.
The SPD has been floundering

in the opinion polls, locked in

inner-party debates, and
shaken by the resignation of

its former leader. Mr Bj6 m
Engholm. because of a local

political scandal, just when it

should have been leading the

CDU. The economy is in the

doldrums: unification. Mr
Kohl’s great achievement, is

proving painful in both east
and west and Mr Kohl himself,

in office for 11 years, is blamed
for lack of leadership.

Yet Mr Scharping. dapper,
neatly-bearded and articulate,

but uninspiring in delivery,

immodestly sees his own elec-

tion as SPD leader - in the
first poll of grassroots party
members - as a potential turn-

ing-point He could be right.

‘‘The SPD is suddenly more
hopeful,” he says. "June 13
(the day of the leadership poll)

was a great relief. All this dis-

content and anxiety. If not
completely wiped out has at

least become much less impor-
tant Now we must try to use
this new enthusiasm.”
He has to overcome the natu-

ral inclination of the left-wing

Social Democrats to self-de-

struct in internecine warfare;

to counter the impression that

social democracy has no role,

since the collapse of commu-
nism; and to shake-off an
immediate inclination of the
media to label him as a mini-

Helmut Kohl - a cautious man
or consensus and career politi-

cian, leading from behind.
Since June be has shown he

can act decisively, swiftly

appointing an election team to

unite the the party.

Now he has to deal with the
issues, and raise his public pro-

file. It is easier said than done.

Last week he suffered his first

reverse, when his party col-

leagues refused to back a move
to relax their objections to the

Bundeswehr (military) becom-
ing a full participant in UN
operations.

"It is embarrassing,” he
admits, "but it is also absurd
that a significant part of our
whole debate on foreign rela-

tions should be concerned
exclusively with military mat-

ters: that is a dangerous limita-

tion. A foreign policy which
fails to keep focused on the
economic, social and political

stabilisation of eastern Europe,
which loses sight of the north-

south divide, and therefore

loses sight of the real causes of

worldwide migration of peo-

ples. that is no foreign policy

at all."

He argues that the answer
lies in strengthening the UN
itself. “As it gets stronger, and
its activities become UN activi-

ties. and not merely the

extended arm of a single mem-
ber state, then it will be easier

to see its activities as part of a
genuine common security.

That is a concept the SPD has
always had in mind."

The next tough issue he has
to deal with is the question of

curbing the explosion of social

welfare costs. He knows that

his party cannot continue sim-

ply to oppose all cuts In social

spending, at a time when the

budget deficit, fuelled by the

costs of unification, is soaring.

“The government is trying to

cut social spending at the
expense of the people who can
least afford It. the homeless
and the unemployed." he says.

“That is unacceptable. It won’t
create more jobs or houses. We

‘The SPD is suddenly more hopeful’
need to ask what payments are

necessary, which people need
them, and at what Income level

should they be paid.” That
means more means testing.

As a state premier responsible

for attracting investment to his

own area, be is acutely con-

scious of the debate over the

high costs, and declining com-
petitiveness. of Germany as an
investment location. He does
not think the answer lies in

going back to a 40-hour week.

PERSONAL FILE
1947 Bom Niederelbert in the

rural Westerwald
1966-74 Studied political sci-

ence, law and sociology at

Bonn university.

1966 Joined SPD. Became state

chairman and national

deputy chairman of Jusos
(Young Socialists).

1975 Elected to state parliament

of Rhineland-Palatinate.

1985 Party leader of SPD in

Rhineland-Palatinate.

1987 Defeated in state elec-

tions; opposition leader.

1991 Election victory ends 44
years of Christian Demo-
crat rule in Rhine)and-Pa-
iatinate.

1993 Victor in ballot for national

party leader of SPD. Con-
firmed at party congress.

He does think there should be
far more flexibility.

“Some international compa-
nies are much more imagina-

tive about this than the politi-

cal establishment.” he says,

citing the example of IBM in

Mainz.

He sees the idea of “social

dumping” - seeking to attract

new investment by offering

lower wage costs, including
social costs, to companies - as
self-defeating. “It won’t work
in Germany. France, the Bene-
lux countries or Great
Britain," he says.

He wants the Maastricht

treaty put into effect, and he
wants Britain to sign on to the

social chapter. “But I don’t

have any advice to give.” he
insists. "Britain must decide

for itself." As for economic and
monetary union, “Nobody in

Europe should make them-
selves slaves to a timetable.”

What European co-operation

needs to focus on is joint

action to tackle the technologi-

cal deficit. “I remember IS

years ago books appeared in

the US calling Europe the scle-

rotic continent. We were dying
of old age. and would perish. It

has not happened.
“But I am in favour of the

Europeans discovering their

common interests. One prob-

lem we all share is that In

product innovation we must
make greater efforts. We
should do that together. Our
key Industries of the future,

like micro-technology, comput-
ers. electronics, genetic tech-

nology and bio-technology', are

too weak. We cannot just sit

back. If we do, we will learn

very painfully that these
strengths can be acquired by-

others. too."

Mr Scharping’s predecessor

as SPD leader, Mr EnghoLm.
was probably more telegenic.

He was also an instinctively

gloomy, pipe-smoking north-

erner. Mr Scharping doesn't

fiddle with a pipe. Instead, he
sits calmly eating a peach in

the middle of the interview.

Unlike Mr Engholm. he also

knows the dangers of excessive

pessimism. It lost the SPD the

last election, because they
spelt out the costs of unifica-

tion all too bluntly.

“There are far too many peo-

ple in Germany who just talk

in terms of tasks and problems

and difficulties, and not about
opportunities and challenges,"

he says. “I don’t underplay the

problems, but for me. unifica-

tion is not just an historic

an

China’s wounded spirits

I
t is Saturday night in a
gloomy Beijing ball. Doz-
ens of men and women
line the walls, observing

and chatting while a few cou-

ples waltz to the music of
Strauss.

This is a Beijing singles club,

and the atmosphere could
hardly be further removed
from the raucous karaoke bar
culture that has mushroomed
in Chinese cities: nor does the

scene bear much relation to

the image of modern China
projected by the media.
To an extent, the club is a

casualty ward of the enormous
social change sweeping China
that is producing its share of
wounded spirits and broken
dreams. Madam Wen, a 37-

year-old accountant, becomes
tearful as she explains that,

after 12 years of marriage, her
husband has abandoned her
for another woman. “Tradi-
tional values are being swept
away," she says.

Madam Wang Xingjuan, a
women's activist and founder
of the Beijing singles ciub.
believes that, while economic
liberalisation and opening to

the outside world have brought
many benefits to China, some
women have been victims of
change.
For a start, the divorce rate

has gone up sharply, especially

in urban centres like Beijing,

rising from 2.1 per cent of mar-
riages in 1981 to 17.7 per cent

in 1992. Nationally, marriage
failures reached 8.7 per cent

last year, low by international

standards, but a big increase

on previous rates and still ris-

ing.

One of the main causes of
the rapid increase in the

divorce rate, according to

Madam Wang, is growing afflu-

ence, which is loosening family
bonds. “Men are better off and
are looking for lovers. They are
losing their sense of responsi-

bility." she says. “They are
being Influenced by western
television programmes with
their sexy scenes. Extramarital
sex is commonplace."

Prostitution on a fairly big

scale has also returned to Chi-

nese cities, perhaps further
complicating family relation-

ships. According to Madam
Wang, some 200,000 prostitutes

were detained last year
throughout China, but she esti-

mates that numbers of prosti-

tutes nationwide exceed lm.
Reaction to a National Wom-

en’s Hot Line reveals a wide-

spread desperation among
urban women over the enor-

mous change in

while
lf

!ife ‘Men are better
might have off, are looking

in the past, *®r lovers and are therefore
there was more losing their sense relatively unaf-

SS?'
more

of responsibility
Forty

to separate were jeopard-
ised.

Madam Chen Yiyun, a sociol-

ogist with the Chinese Acad-
emy of Social Sciences and one
of China’s leading researchers

on women’s issues, says that,

before China's opening to the

outside world in 1978, there
were basically two categories

of women; urban and rural.

Now she identifies four types
of urban women.
These include those who

have gone into business them-
selves or who work for joint

venture companies; middle-
aged women who are relatively

uneducated and who have
most difficulty coping with
change; professional women
who are established and do not
feel threatened by the changes;

and older
women whose
marriages and
lives are fairly

settled, and
are

per
cent of callers wish to talk

about marriage problems,
including divorce. Madam
Wang and her assistants urge
conciliation, but if the mar-
riage has broken down irre-

trievably they advocate
divorce, which has become
much simpler in China since
the passage in 1980 of a new
divorce law.

Previously, social and politi-

cal pressures, plus the diffi-

culty of securing legal
approval for a divorce, had
condemned many unhappy
couples to stay together. Dur-
ing the Mao era divorce was
denounced as bourgeois, and
the careers of those who dared

It is women
in the second

category who are proving most
vulnerable. “Many of these
middle-aged women feel lost

and confused," says Madam
Chen. “Many have worked in

state-run factories, but have
been fired. It's very hard for

them to find a job. and start a
new life.” Estimates suggest
there are 20m excess labourers
in Chinese factories, 70 per
cent of whom are women.
Another problem in urban

Chinese society is the surfeit of

well-educated single women,
and this in turn is adding to

pressures on existing families.

This excess of women in their

30s and early 40s can be attri-

buted to several factors, among

them that many young men
sent to the countryside in the

1960s during the Cultural Revo-
lution never returned to the
cities. Thousands of men have
also drifted away from cities

like Beijing to make their for-

tunes in the booming southern
coastal towns like Shenzhen
and Hainan island

Of the 1,000 members of the
Beijing singles club. 60 per
cent are women, and almost all

are professionals. Most, if not
all, are looking for a husband
Typical is 39-year-old Miss Sun.
a magazine editor, who feels

under pressure from her family
to marry, but has been unable
to find the right man.

“The situation is difficult for

women today in Chinese soci-

ety," she says. “We are still

governed by traditional values,

where society looks up to men
and down on women. In the
allocation of housing, for

example, women are always
last to get their own place."

Miss Sun is obliged to live in a
dormitory, sharing a room
with another girl.

Madam Chen says that while
it seems that men have bene-
fited from the radical changes
in Chinese society more than
women, many men are feeling
stressed by the pressures of the
new consumer age.

“You get so much, earn so
much, but you also sacrifice so
much,” she says. “Men are
complaining that their wives
are buying more clothes and
cosmetics. Before, men did not
feel so pressured”

At the Beijing club each Sat-

urday, couples in their best
clothes dance on, hoping that

this might be their lucky day.

Tony Walker

opportunity, it is also

extraordinary challenge.

“That should not prevent
one saying what needs to be
done. In order to turn that

opportunity into reality. Most
people who vote in elections

are voting for a hope, for a
vision of a future, not a reck-

oning with the past It's the job

of the SPD to give a realistic

hope for the future."

The media is obsessed with
the likelihood of Scharping and
Kohi working together in a
grand coalition after the nest
election. But the SPD man
won't be drawn. “The chances
are very small." he says. “The
polls don't tell us much about
what could happen next year.

If I believed the polls I would
never be sitting here.

“Things will only get better

in Germany if the SPD gets

stronger. That is what I am
concentrating on right now.
Whoever eventually may offer

to help the SPD take power,
that can be decided after the
next elections."

Read Clinton’s lips:

No more welfare

P
resident Bill Clinton's

pledge to “end welfare
as we know it" was
one of the most popu-

lar lines in last year’s election.

campaign. His idea of a strict

two-year time limit on welfare

cheques appealed to voters
(especially “Reagan demo-
crats”) not just as a way of

cutting government spending
and thus reducing taxes, bat as

a solution to the nation’s most
pressing social problems.

In the American mind, wel-

fare has become synonymous
with such evils as urban decay,
fatherless children, drug abuse
anH violent crime. By promis-

ing radical welfare reform, Mr
Clinton was sending a power-
ful subliminal message: he
would wage war on all the dis-

eases that are ravaging urban
society.

Since becoming president,

Mr Clinton has barely men-
tioned the word welfare, rais-

ing fears that his grandiose
promise will prove as cynical

as former President George
Bush's “read my lips: no new
taxes" pledge.

The White House insists that

welfare reform is not forgotten

but has just had to take its

turn behind two even more
urgent priorities: the deficit

reduction plan finally
approved this month and the
healthcare reform scheduled
for September. It claims both
measures will help shift people

off welfare by “making work
pay."

The budget advanced this

cause by expanding the earned
income tax credit (a kind of

negative income tax). This
gives poor woiking families a
cash bonus of up to &500 a
year, increasing the incentive

to take low paid jobs. If health-

care reform guarantees health

insurance for all workers, wel-

fare recipients will no longer

be able to reject jobs on
the grounds that they stand
to lose their health care
benefits.

In addition, the administra-

tion promises to bolster the
economic position of welfare
mothers by strictly enforcing

laws requiring absent lathers

to support their children finan-

cially.

Such measures should help.

MICHAEL PROWSE
on

AMERICA

But they are hardly going to.

solve America's welfare prob-

lem, which differs substan-
tially from that in Europe.

In keeping with Franklin
Roosevelt’s dictum that a per-

manent dole is “a narcotic, a
subtle destroyer of the human
spirit”, tiie US has never pro-

vided permanent welfare sup-

port for single, able-bodied
adults. When pundits talk of a
“culture of welfare” they are

referring mainly to the S20bn
spent on Aid for Families with
Dependent Children, a benefit

received by 5m single-parent
families. The objection is not
that some families in strait-

ened circumstances need
AFDC as a short-term prop,
but that half of those on wel-

fare behave as though they
have a meal ticket for
life.

So what should Mr Clinton

do?
Many conservatives favour

the concept of a strict time
limit Once people accept that

benefits are not going to be
paid indefinitely, they argue,
behaviour will change. Teenag-
ers will stop having babies and
start recognising the economic
advantages of marriage. Those
whose welfare benefits expire

will face a stark choice: accept
low-paid employment or hand
over children for adoption. At
first the adjustment will be
horribly painful but in the lon-

ger term society will gain enor-

mously because destructive

lifestyles will no longer be
underwritten. With its eco-

nomic life support system, (wet
fore) ripped away, the under-

class will shrivel.

But no modem president
would contemplate so brutal a
social experiment. If welfare
stops, something has to take

its place. One supestiou is

that Mr Clinton should

the examole of Roosetelt s

Works Progress Admin^ra-

tion, an agency tnal at »'

created over 3m pttbh-

jobs. After two years.

cheques would thui> bj-

replaced by the offer of a gov-

ernment job at slightly hel<™.

the private sector minimum
wage. Mothers with young chil-

dren would also be- or.ered

state child care facilities.

According to one advocate, ibis,

would amount to replacing the

welfare state by the “work

ethic state". .

This solution is more appeal-

ing than a mere cessation ot

benefits. But it would involve a

huge expansion of public sec-

tor employment and cost per-

haps SSOSObn a year, for more

than the Clinton administra-

tion is willing to spend on wel-

fare reform.
Fortunately there is a rati

hank position for Mr Clinton:

the bipartisan Family Support

Act of 1988, which he helped

steer through Congress. This

recognised the impossibility of

ending welfare overnight and

instead set targets for the grad-

ual introduction of "workfare".

Next year states will receive

federal assistance only if they

ensure that at least 15 per cent

of the “employable" welfare

case load Is working or in

training programmes; by 1995

the required ratio rises to 20

per cent. These seemingly
undemanding targets require a

much larger fraction of the

welfare population to take

jobs at some point during the

year.

Mr Clinton could tighten the

definition of “employable", so

as to include mothers with
children under the age of

three, and set more demanding
workfare participation targets,

for example that 50 per cent of

welfare recipients should be

working or in training by the

year 2000. Such a gradualist

approach would be both
humane and cost effective. The
only trouble is that it falls far

short of the presidential prom-
ise to “end welfare as we know
it”. Like Mr Bush, Mr Clinton

may have raised expecta-
tions that simply cannot be
met.
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CROSSWORD
No.8,24 1 Set by QUARK

ACROSS
1 A familiar thing, e.g. home

(1.9.4)

10 Start being silly IS)

11 Showing opposition to cur-
rent trends? (9)

12 Rum sells in situation of poor
health (7)

13 One to go wrong first in
money for land (7)

14 Pick-me-up used in accident
on ice ? (5)

16 I am to negotiate present (9)

19 Rescinded (doing a U-turn)
and made out (9)

20 Opera cast performing
(including the ring) (5)

22 Plain and endless food belt (7)

25 Shaky Revised Version fol-

lowing English, in short no
use 1.7)

27 Its water rate's high (9)

25 Lowest point in a road receiv-

ing repair (5)

29 Wins everything, yet has
brushes with the committee?
IR3.5)

DOWN
2 District up in Scotland (9)

3 Banes discovered by univer-
sity student root in Scotland
(5)

4 Return to previous form,
missing head’s departure (10)

5 Attack on group of people (6)

6 Doubt shown when record
tried out (9)

7 Some freedom a hacker gets
In American city (5)

8 Action to recover goods held.
One item turned up in river!

(7)

9 Is boot specially prepared for
a player? (6)

15 Became happier and showed
approval in 2? (7,2)

17 Time I tend to organise as a
shopgirl in Paris (9)

18 One going out of the way to
avoid punishment (9)

19 One presented as English
society diminishes <7)

21 Sailor’s sphere to occupy the
attention (6)

23 Feudal superior in Belgium
(5)

24 Authority hit (5)

26 Donor rearranged piece of
music (5)

The solution to last Saturday’s prize puzzle will be published
with names of winners on Saturday September 11.
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Howthe Proton car. company
has towed Malaysia towards
industrialisation PAGE IV

For five years Malaysia’s GDP has
grown by more than 8 per cent a year
as it switched to manufacturing from a
commodfties-based economy. But it is

now proving much harder to capture
overseas investment for its next phase
of expansion, reports Kieran Cooke

~~

Sweet smell
of success
THE earth movers and diggers
are hard at work on the old
racetrack in the centre of
Kuala Lumpur. A new city cen-
tre is being built which will
include what is being billed as
one of the world's tallest build-
ings 7 a 450 metre twin tower
complex which, when com*
pieted in 1596, will be higher
than New York’s World Trade
Centre or the Sears Tower in
Chicago.

Critics say the city centre
project Is proof that the gov-
ernment of Dr Mahathir
Mohamad, the prime minister,

is carried away by its own eco-

nomic success, full of grandi-

ose, ill conceived, schemes.
To the government and its

many supporters, the new city

centre will be a monument to

the new Malaysia, a country
standing tall with its economy
growing to join the ranks of

industrialised nations.

Even the critics cannot
ignore the . considerable prog-

ress made in Malaysia in

recent years. Overall GDP has
grown by mote than 8 per cent

in each of the last five years.

Malaysia has been trans-

formed from a commodity
based to a manufacturing econ-

omy. In the mid 1960s tin and
rubber accounted for nearly 80
per cent of export earnings.

Last year the manufacturing
sector accounted for 70 per
cent of the value of exports.

“There is no doubt that had
we remained with tin and rub-

ber, we would be a basket case
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today," said Dr Mahathir
recently. “Moving into manu-
facturing saved us."
Living standards have

improved; per capita incomes
have increased from $350 in
1970 to nearly &000 last year.
Foreign investors have

poured hundreds of millions of
dollars into Malaysia, attracted
by the country's political sta-
bility and its generally low
wage regime.
The government’s goal now

- called “Vision 2020” - is fUH
industrialisation by the year
2020 - with an economic
growth rate of 7 per cent in

each of the next 27 years.
There are few more compelling
images of modem Malaysia
than that of Dr Mahathir, sit-

ting confidently in the back of
his official limousine, a Malay-
sia made Proton car; the num-
ber plate on the car is 2020.

But there are those who
question whether Dr
Mahathir’s vision can be
tamed into reality.

One of the key factors in

Malaysia's recent success has
been foreign investment. In

1990/91 foreign companies were
investing about M$l7bn
(S6.6bn) per year in Malaysia,
representing well over half
annual total investments.

In the first six months of
1993 foreign investments were
only MSLSbn.
The continuing problems

being faced by the industria-

lised countries is one reason

for the decline in inward
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The Proton car works is the instrument and symbol of Malaysia's rapid industrialisalion and emergence as a world-class motor exporter

investment. But Malaysia is

also in danger of losing out in

the competitiveness stakes,
particularly to the Cast emerg-
ing economies in the region
such as China and Vietnam.
Recently productivity has

not been keeping pace with
wage rises. This not only
deters investors - it also jeop-

ardises Malaysia's export com-
petitiveness.

Dr Mahathir and his officials

constantly preach the need to

restrain wage increases. Union
activity Is strictly controlled.

But having been told so often

of their country's economic
success, workers want to have
a share of the benefits.

The situation is exacerbated

by growing labour shortages
which, in many industries,

have become a serious impedi-

ment to further growth.

The short term solution is

the government's tacit accep-

tance of about lm Illegal for-

eign workers in the country.

But the long term presence of

such a large group of foreign-

ers could lead to serious social

problems and upset Malaysia's

delicate racial balance.

The more lasting solution
proposed by the government is

to go into more capital inten-

sive, sophisticated, value added
industries - much as Singa-

pore decided to do some years

ago. But while Malaysia has
developed expertise in a num-
ber of fields - mainly in the

commodities sector - much of

its industry still lacks depth
and know how.
The problems are well recog-

nised. “Malaysia is lamentably
weak in research and the appli-

cation of new technology
says Dr Mahathir.

Education is a problem area.

For the next phase of its devel-

opment Malaysia needs an ever

bigger pool of highly qualified

engineers, technicians and
managers. But these are not

being produced in anything
like sufficient numbers.
Government critics blame

the New Economic Policy
(NEP), introduced in the early

1970s, for many present prob-

lems. The NEP emphasised dis-

crimination in favour of the
Malays, the dominant racial

group in the country. The Chi-

nese, who make up about 35

per cent of the population, con-

trolled most economic activity

in the country. The idea was to

give the Malays a greater share
of the economic cake.

The policy was a partial suc-

cess. According to official fig-

ures Malays controlled about

20 per cent of corporate equity

by 1990.

But critics say the NEP gave
rise to more problems than it

solved. With Malays favoured
in education, for jobs in both
government and the private

sector, a large measure of com-
petitiveness was removed from
the system and standards fell.

Meanwhile the Chinese,
Indians and other groups were

made to feel like second class

citizens.

The NEP is also blamed for

giving rise to an uncompetitive
business culture. Dr Mahathir
himself frequentfy berates the

Malays for their "get rich
quick" attitude and their lack

of entrepreneurial zeaL

Government policy has now
changed, emphasising growth

Old Malacca is an exotic
museum filled with relics
of rival empires PAGE V

rather than discrimination as

the principal means of achiev-

ing a level of economic equal-

ity between the races. But the

old ways live on. In business,

political connections with the

Malay dominated government
are often more important than
commercial competitiveness.

In part economic success has
helped alleviate some of the

tensions between the races.

But there is still a question

mark over whether govern-
ment policy has made Malaysia

a more equal, less racially seg-

regated society.

The Chinese still control a

large slice of the country’s eco-

nomic life and sit on a consid-

erable pile of capital. That cap-

ital now needs to be invested

in the country's future.

The government speaks of
the need to "wean" the country

off foreign investment and
depend more on domestic capi-

tal resources. But many Chi-

nese remain hesitant, still won-
dering about their place in

Malaysian society. Last year
domestic investment fell by
more than 30 per cent and

shows signs of an even steeper
Call this year.

Sensitivities about racial or
political questions and a
heavily government influenced
media mean that there ls little

or no public debate on these
issues. Government opponents
accuse the government of sens-
ing conspiracy in any criticism
- even when things have gone
obviously wrong.
in March it was revealed

that Bank Negara, the central

bank, had incurred a “paper
loss" of about M$l2J3bn (SWbnj
last year, most of it due to

speculations on the foreign
exchange markets.
Dr Mahathir dismissed criti-

cism or the bank's operations.

Opposition calls for a full

inquiry' into the bank's activi-

ties were brushed aside. Yet
there is no doubting the dis-

quiet the issue caused in both
the local and foreign financial

community.
Sensitivity to criticism is

also evident in Malaysia's deal-

ings with the outside world. Dr
Mahathir has tilted at many
windmills; he continues to

attack the Industrialised world,

the US in particular, for what
he considers to be double stan-

dards on human rights and
environmental questions.

Malaysia remains deeply sus-

picious of what it feels is a
protectionist trade campaign
directed against developing
countries by the richer
nations.

Dr Mahathir continues to
lobby hard for recognition of

an “East Asia Economic Cau-
cus" (EAECl - to counter the

activities of perceived western

trading blocs. Other nations in

the region tend to feel Malay-

sia has. at times, a rather exag-

gerated view of its own impor-
tance and do not necessarily

share Dr Mahathir’s views. So
far the EAEC has met with a

only a guarded response.

But. hubris or not. Malaysia

marches on. its economy seems
Ukely to grow at dose to 8 per
cent again this year. Kuala
Lumpur's new city centre proj-

ect is going ahead fitll steam.

Malaysia is still breathless

from its first sprint up the eco-

nomic ladder. But as it loses

many of the competitive
advantages it has enjoyed in

the past, the upward climb will

get considerably tougher.

The National Monument
in the capital. Kuala Lumpur
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Premier Mahathir is in no hurry to retire, but there is talk of who will succeed him, says Kleran Cooke FACTS

The political cauldron is simmering
IN mid July Dr Mahathir
Mohamad, the Malaysian
prime minister, arrived back in

Kuala Lumpur after a three

day official visit to Albania.
The prime minister’s jet

touched down at 7.20am. By
9am Dr Mahathir was in his

office, chairing a cabinet meet-

Dr Mahathir. 67. sets a bruis-

ing pace. Though be had open
heart surgery in 1989. the
prime minister, in power for

the past 12 years, shows no
sign of wishing to retire. "As
long as I'm welcome and the

people want me. I'll serve.”

said Dr Mahathir in a recent
interview.

Yet these days Malaysia is

bubbling with talk about the
succession. The political tem-
perature is rising, the rumour
mill is working overtime.
At issue are elections in

November in the United
Malays National Organisation
(UMNO). the country’s domi-
nant political party and main
grouping within the ruling
Barisan Nasional (National
Front) coalition government
By tradition, the head of

UMNO is also prime minister.

It's very unlikely that Dr
Mahathir's position as party
head will be challenged in

these elections. But there is an
increasingly bitter battle for

the posts immediately below
Dr Mahathir, particularly the

number two position. The the-

ory is that whoever emerges as

deputy will one day inherit the

Mahathir mantle.

There are two main contend-

ers for the position of UMNO
deputy leader - Mr Ghafar
Babar. the present incumbent,

and Mr Anwar Ibrahim, the

finance minister.

A genial, rotund man who
makes no claims to great intel-

lectualism, Mr Gbalar, 68,

describes himself as “just a

kampong (village) boy”. He has
been an UMNO party stalwart

for many years. Look at the old

black and white pictures of the

early Malay leaders and Mr
Ghafar is there, urging the

crowds to fight for indepen-

dence from British colonial

rule.

More recently Mr Ghafar has

proved himself as a Mahathir
loyalist. Renowned for his

political contacts with UMNO’s
traditional bedrock of support

in rural areas. Mr Ghafar iras

used by the prime minister to

build up a new. Mahathir
aligned. UMNO after a party

split in 1887-88.

Earlier this year Mr Ghafar
was at the forefront of pushing
through controversial constitu-

tional reforms limiting the

powers of the sultans, the

Malay rulers.

Mr Anwar is a very different

politician, said to represent the

"Malay baru” - or the new
breed of Malay. The finance
minister, still only in his mid
forties, has had a meteoric rise

through the party ranks, pro-

pelled in no small way by Dr
Mahathir .

He was once regarded as a
firebrand and. as a former
head of ABIM, the Islamic
youth movement, a vocal gov-

ernment critic. For a time in

the mid 1970s the present
finance minister was detained

under Malaysia’s powerful
internal security act
His image has changed since

those days. To visitors he is

genial and relaxed, his conver-

sation ranging from literature

and music to the problems of

third world debt.

But no one doubts the pres-

ence of an extremely astute

and ambitious politician

behind the finance minister’s

urbane exterior.

Mr Anwar is felt to reflect

the opinions and aspirations of

an increasingly powerful part

of the Malay community - the

urbanised, sophisticated
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The two rival successors
for the key number two

post have powerful

support in the Cabinet

Malays who, it is felt, will be at

the forefront of the country’s

next economic leap forward.

Dr Mahathir has said he
would prefer if Mr Ghafar’s
position as party number two
were not challenged in the

November elections. But for

once it seems the prime minis-

ter’s word is not being obeyed.

Mr Ghafar’s and Mr Anwar’s
political stormtroopers are
already out in the towns and
countryside rounding up sup-

port.

Some have warned of a party

schism. Mr Anwar has said he

is a Mahathir loyalist - but
feels he must obey party senti-

hands in cabinet generally
favouring Mr Ghafar, the
younger, rising stars such as
the state chief ministers, back-

ing Mr Anwar.
At a rally In Kuala Lumpur

about 8,000 turned up to voice

support for Mr Ghafar. Less
than friendly words are being
exchanged between the two
sides. There is open talk of

“money politics” with funds
being used to influence dele-

gates’ voting patterns. Mr
Anwar, in particular, is

charged with accumulating a
vast monetary war chest to

further his cause - a charge he
vigorously denies.

But it is clear that the
impact of these elections is

being felt well outside UMNO

There are many Indians

and Chinese but only the

Moslem Malays will

decide the premiership

Dr Mahathir Mohamad: stffl naming hard after 12 years in power

ment and stand for election.

“There will be no disunity in

UMNO,” said Mr Anwar
announcing his candidacy ear-

lier this month.
Meanwhile Mr Ghafar seems

determined to retain his post,

and with it the possibility of

becoming Malaysia's next
prime minister. “I don’t care if

anyone says that I’m not prime
ministerial stuff but please

don’t think that I'm not quali-

fied enough to handle UMNO’s
deputy presidential post or

even the presidential post.”

says Mr Ghafar. **I have been
in UMNO long enough. I know
exactly what UMNO is all

about I will defend the post

even if only two party divi-

sions nominate me."
Each candidate has his pow-

erful hackers, with the older

ranks. Politics and business

have long been closely related

in Malaysia. Though the
UMNO leadership denies party

involvement in business, the
party is immensely rich. Bro-

kers - and corporate leaders -

talk openly of “UMNO con-

nected companies". Stock mar-
ket analysts look as much at

who is in or out of political

favour as they do at company
balance sheets in assessing

market performance.

Race remains a key factor in

Malaysia's political life. To an
outsider it might appear
strange that UMNO - a party

which is, as its name implies.

strictly Malay - is alone decid-

ing who trill run the country.

The Chinese, Indians and other

races, who together make up
nearly 50 per cent of the popu-
lation, are not involved in the

process.

. The Malaysian Chinese Asso-

ciation (MCA) and the Malay-
sian Indian Congress (MIC),

are UMNO’s main partners in

the Barisan NasionaL But nei-

ther party has much political

clout.

“If you are a rich or ambi-

tious Chinese or Indian you
don't get involved with MCA
or MIC politics," says a local

academic. “Instead you quietly

seek to align yourself with the

main forces in UMNO - and
give generously to UMNO
party funds.”

Opposition is limited to the

Democratic Action Party
(DAP), headed by veteran Chi-

nese politician Mr Lim Kit

Siang, and remnants of the old

UMNO headed by Mr Razaleigh

Hamzah, once a close colleague

of Dr Mahathir, but now a
fierce critic.

The Barisan Nasional has
127 of the 180 seats in the lower

house of parliament and the

opposition parties can do tittle

but snipe at Dr Mahathir’s gov-

ernment.
The DAP says there is an

increasingly undemocratic
trend in Malaysia, citing Dr
Mahathir’s enthusiasm for tin-

kering with the constitution as
evidence that the bams of the

country’s democracy is being
undermined. Hie DAP has also

been forthright in attacking

what it considers to be the

increasingly cosy relations
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Broad money growth (% pa)—

-

FT-Aindex(% changeoveryeai)...
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between senior government fig-

ures and leading business-
people.

The Barisan Nasional faces a
more formidable opposition

threat at state level - in the
northern state of Kelantan,

where the strongly Islamic

Parti Islam Malaysia (PAS)
holds power, and in Sabah in

East Malaysia, which is con-

trolled by the Parti Bersatu
Sabah (PBS).

Dr Mahathir remains deeply

suspicious of any opposition to

his rule and has made consid-

erable efforts to undermine
both PAS and the PBS. But in

deeply conservative Kelantan
PAS remains strong. In Sah^h,

some senior politicians for-

merly aligned with UMNO
have switched to join, the PBS.
While not a direct threat to

the Barisan National's rule,

such developments are worri-

some for Dr Mahathir’s govern-

ment Many analysts forecast

an early general election being
miiori in the first half of next

year UMNO would not only

seek to renew Dr Mahathir's
mandate but also to unite the

party after what many Tear will

be a bruising and divisive

internal election contest

Dr Mahathir himself tries to

jday down the intensity of

political feeling within UMNO.
“It might look like a bubbling

cauldron of political activity

but I don’t think it’s all that

bad," be said.

"We (in UMNO) are quite

rational people. We have been

quite rational all this while.

We don’t have that kind of

very violent antagonism
towards each other or total

inability to work with each
other.” said Dr Mahathir.

Not evmyone would agree.

----- --

Tides

energy situation.-

ofTNB - fcjtease
notice tfaem; :
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Q Dr Ani, how did the country's

energy woes evolve?

A Many profound changes have
transpired in Malaysia in thelastfiveyears

than say in the past ten years. When the

Malaysian government developed the

Sixth Malaysia Plan (1991 - 95), they had
mapped out a master blueprint for a(i to

follow’. What was supposed to have taken

five years to achieve, has now been
accomplished by Malaysians in half that

time. Commendable that this may be for

the na tionwhen aiiothergioba I economies

are in recession or crumbling, there is also

a price to pay for the fast-paced

development when certain elements of the

national infra structure is strained by this

phenomenal growth.

In addition, when one considers that

Malaysia is now fast switching from a

commodi tiesbase toon industrialised state,

mercurial mights of power would be
needed bv the new industries.

By 1995, some of the Independent Power
Producers (IPPs) would have their

generating plants in operation. These
would further lessen our energy shortage.

With all these activities by TNB as well as

the IPP'8 new plants, the country's energy

woes are expected to be resolved in stages

before die end of 1994.

year as of February 28, 1993 was 627,320

compared with 540,750 for . the

correspondinghalfyearin 1992,anincrease
of 16 per cent

. -Z

However, this does not mean thatTNB has
not seen the light of things. We are

monitoring growth trends and the various

government departments are liasing with

us on electrical energy requirements by the

new investors. We are also having regular

dialogues with the various industrial

associations such as the Federation of

Malaysian Manufacturers (FMM), the

American Business Council, Federation of

Malaysian Consumers' Associations
(FOMCA) and other similar bodies.

So what are your immediate plans?

A TNB plans to investRM 17.8 billion

(USD 6.84 billion) iq a five-year plant up
and upgrade programme from now until

1997 to alleviate current shortages and
improve system reliability and efficiency.

The plan also includes combined cycle

conversion exercises at a number ofTNB's
present generation stations to improve its

performance and output.

Q Since privatisation,whatwouldyou
consider to be Tenaga Nasional Bechad's
brighter side of things?

This is particularly so in the case of TNB
when one considers that our growth
forecasts were paced in accordance to the

projectedSperccrU Jaiddown in themaster

blueprint It would seem to appear that

while certain growth sectors have been
fortunate to move beyond the speed of

lightso to speak, we have not Notbecause
we did not track the trends, but rathersuch
growth patterns are unrealistic, at least in

the eyes of the national planners, and only

come under an economic efimate of

abnormal conditions.

There are also advisory committees from
TNB toensure that theenergy requirements

are accommodated. Alternatives are also

being suggested.

Q So tell me Dr Ani, is this energy

enigma then transient?

With the new generation plants and
upgrade programmes, TNB's capacity
would reach 9272MW by 1997.an increase

of 3423 MW. The capacity increase would
not include thoseofthe IndependentPower
Producers (IPPsl which is currently
estimated at 3960 MW.

A Well, despite the current load

curtailment and load shedding exercises

caused by scheduled maintenance works
and unforseen breakdowns, TNB's half-

yearly results provide evidence of
underlying strength. The main grounds
forouroptimismincludethecommendable
performance for the first six months where
growths in turnover and profits were
registered.

Other contributory elements are the
reduced expenditures at corporate
headquarters, the even more stringent

measures introduced in awarding tenders

and the continuing shift in generation mix
towards gas.

Historically since privatisation, our
financialperformancehasbeenremarkable
with uptrend directions. In the Financial

Year 1992

,

we made a group pretax profit
ofRM 1,414.7 an increase of 101.5 per cent
over' 1991. Demand for electricity', will

definitely continue to outpace GDP.

A TheRM40million Tenaga Nasional
Foundation was officially launched by the
Minister of Finance, Data' Seri Anwar
Ibrahim inJuneandisoneof thecommunity
relations tasks set by TNB to assist the
^verom^injiutidj^Nfisi6n2a20a reality
in terms of a skilled workforce for the
future. The foundation seeks to provide
scholarships for the needy and to reduce
the burden of the poor. It also aims to
cultivate and enhance the standard of
education in the country: In addition, the
funds would also be used to raise
intellectual levels, quality of physical
education and the welfare of the needy
students. 1

A Yes. The power shortcomings the

country is faring is a short term issue. The
situation is tight but stable. The shortage is

only during peak hours and during
weekdays in thequantum of3-5 percent of
peak load.

And before the turn of the century, while
the maximum demand in Peninsular
Malaysia is anticipated to be around 9800
MW, there would be at least 13.800MW of

generating capacity in store.

Turnover rose by 16-3 per cent from the

previous corresponding period and this

was largely attributed to the increase in

electricity unit sales and an increase in the

average selling price by 53 per cent to

18.68 sen as a result of the continuing
recovery of discounts.

Q In terms of added value, what can

customers of Tenaga Nasional Berhad
expect?

At TNB, to plan and build a reasonabie-

sized power plant fakes some 5 - 10 years

before itcan be fully operational.Therefore,

unlikesaybuilding a manufacturing plant,

our lead times are different

Q So where has demand exceeded

I

supply?

A There hasbeena significant increase

in our customer base with the link up of

new mega and micro customers between
September 1992 untilJune thisyear- 213,576

new customers had been connected. The
existing Industries are also expanding at a

tremendous rate.

By August to December this year, TNB
would, through its plant-up programmes,
add another 312 MW to the national grid

from ten new gas turbines, it would
certainly help alleviate the problem. In

November1993andJanuary 1994, two units

of the Sungai Piah Hydro Electric Power
Station (Lower Station) would also be
commissioned, adding another 55 MW.

There are also plans to introduce 500 kV
transmission lines in the near future. This
upgrade is in line with the development of
generation and would help enhance the

National Grid. At present. TNB operates
on 275 kV. 132 kV and 66 kV transmission
lines.

Profit before tax saw a significant increase

of 153 per cent at group level to RM 911
million.Thishas reinforced thecompany's
confidence in meetingcapitalexpenditure,
loan repaymentsandother internal funding
requirements.

On themedium term,845MWofgenerating

capacity will come on stream between
December 1993 toJune 1994 in Melaka and
Serdang. In addition, there would be three

units of gas turbines totalling to 330 MW
that would be commissioned in Kapar,
Selangor by July 1994.

Hydro electric power continues to be the
lowest cost effective energy production
means for TNB. The company is now
emphasising its focus on hydro and gas,

and reducing its dependence on oil.

We expect to post commendable results

given thatelectricityconsumption is higher
in the last six months of our financial year
as there are more productive days and
lesser public holidays as opposed to the
first six months.

A TNB has embarked onto a new
phase in customer service with the
introduction of a new Customer
Informationand BiilingSystem(CIBSJ.The

system currently being implemented in

the Klang Valley is one of the measures to

fulfil our objective to further increase

productivity and to reduce errors. It is

targetted thatby 1996, theentirePeninsular

Malaysia will enjoy the benefits that this

system affords.

To overcome foe shortage of skilled and
professionalmanpowerin thecountry TNB
hasseconded a few of its professional staff
to variousmsfatutiomsuchastheEconomic
Planning UnitfEPU) in thePrimeMinistcr's
Department, Ministry of Energy

I

Telecommunications arvd Posts, andth*
Sabah Electricity Board.

j

EarliermApril thisyear,TNB inassodationmth the University of MaSJHS
launched the Young

“
Development Programme to devetoo
executive busmess management skills.

?

With apactsigned with the Public Utilities

Board ofSingapore, an additional 100MW
of power to meetpeak demands is also on

the line. This would continue daily for six

months.

Electricity consumption patterns are also
booming at 123 per cent This pattern is

unprecedented in Malaysian history and is

one of the highest gross rates in foe world.

We willcontinue to fulfftourobligationsas

charteredinourCorporateMission, thatis,

to provide an essential partofthe national

economic infrastructure by continuously

meeting customers' requirements for

energy safely, reliably and economically;

encouraging the growth -of efficient

enterprises to service the needs of the

enetS7supply industrywhilstmeeting foe

needs of aU its shareholders.

Q So, it would seem that TNB isheading in the right direction.

£ to

rMtrocbii3nKexfiKaseswli»Y»fc«® ...
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Productivity in the company has also

increased,culminated by a combination of
growth in business and foe continuing

reduction of staff by attrition. The units

generated per employee for the first half

Q And in terms of corporate,

philanthropy,whathasthecompanydone?

with a view
efteency. productivity ar£fbemc^*
proartive in responding to
requirements of customers. The
here is to create
accountability which would -
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Wp WillWe will continues be mindful
corporate mission and tore™ J 0ur
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IN most countries, a yearly 8 per cent
economic growth figure would throw
finance ministers and central bankers into

paroxysms of joy. Not so in Malaysia.

Last year Malaysia's overall GDP growth
was Indeed S per cent, but the figure was
described merely as “creditable" by Bank
Negara, the country's central bank.
Malaysia has been used to Dying in the

clear skies of economic success, with soar-

ing GDP growth rates of 9 per cent in 1988,

8.7 in 1989, nearly 10 per cent in 1990 and
5.6 per cent in 1991.

The buzz word now is consolidation. The
economy, say the official planners, is tak-

ing a breather. A combination of continu-

ing tight counter-inflationary policies at

home and a less than buoyant market
abroad means that GDP growth will fur-

ther moderate to between 7.5 - 7.8 per cent
this year.

“The prospects for a slow and moderate
recovery in the major industrial countries

could well be a blessing in disguise." says
Bank Negara. "It would provide some
much needed respite for the Malaysian
economy to consolidate its position - to
alleviate outstanding infrastructural and
supply impediments and pave the way for

sustainable growth with stability over the

medium term.”

But overcoming those impediments,
which Include serious labour shortages,

infrastructure bottlenecks, a drop in

investments growth and weak markets for

various export sectors, will not be easy.

Malaysia has been climbing fast. Last year
per capita income increased a further 11

per cent to MS7.541 (82,950).

Malaysia's long term plan is to be a fully

industrialised country by the year 2020.

The government has set an average
annual growth target for the next 27 years
of 7 per cent. Achieving these targets is

likely to become progressively tougher.

The fundamentals of the economy are

still sound The main achievement of 1992

was on the balance of payments front At
the end of 1991 the finance ministry had

After record growth rates, the economy has reached a plateau of success, says Kieran Cooke

Consolidation is the new priority
predicted a 1992 merchandise trade deficit

of MS3-7bn_ In the event the merchandise
account recorded a surplus of M$7.3bn last

year, compared with a deficit of M$461m in

1991.

A sharp fall in imports rather than
export growth was the main reason for the

merchandise account improvement. The
value of imports tripled in the years 1987

to 1991. In 1992 the value of imports
increased by only 0.4 per cent
The deficit in the services account.

mainly due to freight and insurance pay-

ments, narrowed slightly to M$12bn last

year, giving an overall current account
deficit of MS4.4bn, representing 3.1 per
cent of GNP, compared with a deficit of
M$l2.5bn or 10.1 per cent of GNP in 1991.

Officials are now predicting a small cur-

rent account surplus of M3350m for this

year, the first since 1988.

The international reserves position also

improved. Reserves stood at M847.2bn at

the end of 1992. up from MS31bn the previ-

ous year and topping the country’s exter-

nal debt of MS4L4bn.
In recent months the overriding concent

of economic policy - and the factor which
has been chiefly responsible for the moder-
ation in growth rates - has been the fight

against inflation. Traditionally Malaysia
has had low inflation: when inflation was
rising above 5 per cent at one stage last

year the alarm bells started to ring.

High interest rates were maintained
through 1992. This lessened demand for

domestic credit but caused a large inflow
of fluids from abroad. As a result Bank
Negara was forced to mop up more than
MSlobn of excess liquidity from the domes-
tic banking system.

Electronic component making: exports are esse

Restrictions were imposed on hire pur-

chase and credit card use. Government
spending in a number of areas was cut

back. Investment projects in the private

sector were curtailed. As a result there

was a sharp drop in the growth of private

sector spending - from 16.5 per cent in

1991 to 22 per cent in 1992. (Car sales in

1992 dropped by 15 per cent - compared
with a growth in sales of 14 per cent the

previous year.)

The battle against inflation continues:
Bank Negara says the overall inflation

rate last year was 4.7 per cent compared
with 4.4 per cent in 1991. “The real issue

tie! to Malaysia’s economic survival

for ua is to build a strong foundation for

our economy to wmke a leap towards the

next phase of industrialisation, ” says Mr
Anwar Ibrahim, thp minister of finance.

“Unless we are firm in our resolve to

break the back of inflation, that founda-
tion will be shaky and our future progress

will be jeopardised." There seems little

room to dampen down domestic demand
further without damaging overall growth
prospects. Officials see little likelihood of

bringing price rises down to under 4 per
cent by the end of the year.

Malaysia is vitally dependent on trade:

two way merchandise trade is equal to

nparly 60 pra* cent of GDP. For the first

time in several years export earnings in

1992 foiled to achieve double digit growth

rates. Exports earnings for the year were

MSK&Sbn, an increase of 8L8 per cent com-

pared with growth of 18.6 per cent in 1991-

The moderation in export growth was

mainly due to the continuing problems

being faced in Malaysia's main markets

Japan, the US and the EC. Malaysia's com-

modity export earnings also declined due

to generally low world prices. Exporters

were hit further by the appreciation of the

ringgit, the Malaysian dollar, against the

major currencies.

Official predictions of a better export

performance this year seem to be right: in

the first four months of the year exports

were up 24 per cent as against 8 per cent

in the previous corresponding period.

Meanwhile imports rose by 9 per cent

One of the main reasons for Malaysia’s

economic growth over the last five years

has been due to its success in attracting

millions of dollars worth of investments -

both from overseas, and more recently,

from internal sources.

According to government figures total

investment approvals rose from M$L9bn
tn 1987 to M$9bn in 1988, to M$LL2 in 1989

and M£28bn in 1990.

In 1991 Investments peaked at MSSO-Sbn.

Last year they dropped to M$27.7bn. Of
that figure M$l7.7bn was foreign sourced -

an increase of 2 per cent over the foreign

content in the 1991 figure - while MJlObn
was domestic - representing a foil of more
than 30 per emit from the previous year. *

Mrs Rafidab Agfa, Malaysia's minister of

trade and industry, says Malaysia has
already achieved more than 70 per cent of

its investment target under gepwral
five year plan (1991-S5). But ' -S no

doubting the official concern abou. th«

investment downturn.

Other countries is the region, in particu-

lar China and Vietnam, are attracting

investments away from Malaysia. In 1991

Taiwan was one of Malaysia's biggest

investors, with investments ofM^.obn.
i _agt year Taiwan invested less than naif

that amount. .

Foreign investment approvals in Mie

first six months of 1P92 were Mi7jbn. This

year the figure for the equivalent period

was MS1.6bn. Over the same period last

year approved domestic investments were

M$4JLbn. This year the figure was MSLTbn.

*Tt is important for the government to

come on more aggressively to promote

domestic private investment in the

absence of a strong inflow of direct foreign

investment.” says the mainly privately

funded Malaysian institute of Economic

Research. In a budget later this year Che

government might lower corporate tax

from its present 34 per cent as an added

incentive to investors.

A key problem with attracting invest-

ments is Malaysia's contracting laboor

supply. The officii unemployment rate is

4 per ednt but in many parts of the coun-

try it is zero. Industrialists have become

frustrated with a high rate of job hopping

and upward pressures on wages.

In some areas 70 per cent of workers on

rubber and palm oil estates are foreigners

- mainly firm Indonesia or Bangladesh.

The government is nervous about the

implications of the presence of a large

immigrant population - estimated at up to

one mfllion - and the possible upsetting of

the country’s delicate racial balance.

No one is suggesting that Malaysia's

economy is about to take a dive. But there

are many who forecast economic turbu-

lence ahead as the country* runs into con-

straints on investments and labour - and

braces itself for a more competitive
regional environment.

I PAHANG AND TERENGGANU

On the road to

development

*!k? /

THE mountain range that runs
from north to south in penin-

sular Malaysia serves more
effectively than any border in

carving out separate nations of

the east and west, writes
JENNY LUESBY.
Peninsular Malaysia's largest

state of Pahang is only 40km
from Kuala Lumpur at its

western border, but in terms of

development the distance is far

greater.

Where much of the west
coast is heavily industrialised,

the east remains an agricul-

tural economy where timber
and rubber are supporting the
first tentative moves into
resource-based industry.

The development of oilfields

off the east coast at Kemaman.
in the coastal state of Tereng-
ganu. has given the region a
leg-up. and its natural beauty

has brought in the tourists, but
its growth remains in its

infancy.

The official line is candid:

“Ten years ago. Terengganu
had virtually nothing to offer,"

says Mamat Ghazalee bin abd
Rahman, chairman of the state

committee for petroleum.

The area is a haven of

order next to the world's

fastest growing markets

industry and human resources.

But, things have changed, he
says, with the arrival of oil and
gas.

And they have. The state has

built a port, upgraded its

roads, expanded power and
water supplies, improved com-
munications and set up the
obligatory crop of industrial

estates.

The oil revenue has also
brought ornate local govern-
ment, police and state assem-

bly buildings, heavy with mar-
ble. Mining and quarrying,
which includes the oil indus-

try, accounted for 63.8 per cent

of Terengganu's Gross Domes-
tic Product in 1990.

Manufacturing remains thin

on the ground. So too does
employment. "We have had
many inquiries," says Haji
Mohd Zaki bin Haji YusoCf,
director of the Terengganu
development corporation, “but
people generally locate else-

where.”
In neighbouring Pahang,

more than 40 per cent of
investments up until December
1991 fell within the public sec-

tor, highlighting further the
investors' shyness.
The less educated population

on the eastern side of the pen-
insula and the limits on its

infrastructure may have
deterred some, but the states of

Pahang and Terengganu proba-
bly have a point when they
suggest that people do not
come because they do not
know what is there.
Both Pahang and Tereng-

ganu have abundant supplies
of power. They also have prod-
ucts such as polyethylene, for
producing plastics, which have
come with the petrochemicals
industry. The states seem to
have the potential for develop-
ing a sound industrial base.
“We see Vietnam and China

as competitors really," says
Haji Mohd Zaki. But facing
them across the South China
Sea, the region may find its

location an added advantage.

Serviced to western stan-

dards in every area from legal

and accounting services
through to cargo facilities, the

east coast offers a haven of
order next door to what could

be the world's fastest growing
markets in years to come.
The east coast's facilities

include two new ports, a deep-

water natural harbour at

Kemaman. capable of taking
vessels up to 120.000 dwt, and a
small and efficient operation at

Pahang's state capital. Kuan-
tan. These could be used as
transshipment centres.

And while the official down-
grading of Kuantan airport
from international status has
brought irritation in Pahang,
and a degree of inconvenience

as air cargo heads to Kuala
Lumpur, the decision could be
reversed if air traffic picks up.

In the meantime, local ambi-

tions are subdued. There is the

occasional mention of electron-
ics and high-technology, but
conviction is absent. The area's

real thrust for development is

through industry rooted in the
region's ample resources.
Agriculture is expected to

account for nearly 40 per cent
of GDP in Pahang in 1993, and
more than 40 per cent of
employment Oil palm, rubber
and timber made up its bulk,

with oil palm alone accounting
for an estimated 20 per cent of

the state's GDP.
Both Pahang and Tereng-

ganu also offer an enviable
range of minerals, which as
weU as tin, include mercury,
silica, tungsten and graphite.

“We do not want loggers, we
want chipboard, and even fur-

;

niture manufacturers." says a

local official. Unlike the west
coast, the region is also inter-

ested in heavy and labour-in-

tensive industry.

But, for now, the region's

manufacturing is small - in

1992, manufacturing accounted
for 14 per cent of GDP in

Pahang. In the somewhat infor-

mation shy state of Tereng-
ganu the most recent figures

available are for 1990, when
manufacturing accounted for

just BJ2 per cent of GDP.
Tourism has been the states'

true testing ground. Tourist
arrivals in Pahang rose by 77

per cent between 1986 and 1991,

to reach L712,647. The length
of stay also increased, and
hotel occupancy rates
improved from an average 50

per cent to 80 per cenL
In this context, the states,

both predominately Moslem,
are at pains to emphasise their

religious tolerance. The bal-

ance is a delicate one, espe-
cially with the recent switch to

a more fundamentalist govern-
ment - opposed to the federal

authorities - in the state of
Kelantan, north of Tereng-
ganu. But the fact that nearly
half of Pahang’s tourist spend-
ing is in the rural Genting
highlands, notable for the fact

that it houses the one and only
gaming casino in Malaysia,
would tend to bear out the
assertion that tolerance is

high: gambling is contrary to

Islamic teachings.

The rural casino is not the
region's most off-beat venture.
There is also an eel form set up
by a Taiwanese investor,
which boasts of being the larg-

est in the world. Odder still is

the imminent arrival of the kit

from the recently closed
Ravenscraig steel plant from
Scotland.
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daysia is proud of its rich heritage of forest
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MALAYSIA IV

Jenny Luesby weighs the role of the car industry

Vehicle of growth
MALAYSIA has a dream,
called Vision 2020. The idea is

to achieve the economic status

of an industrialised nation by
the year 2020.

Its car industry is one of the

ways that it sees of getting
there.

Perusahaan Otomobil
Nastonal, or Proton, produced
its first car in 1985. The
country's "First National Car
Project" was seen as the means
of expanding the nation's
engineering skills and
manufacturing capabilities.

In conjunction with
Mitsubishi of Japan, the
government set up the plant

and Proton began to motor.
By 1992. the company-

accounted for more than 87 per
cent of the domestic car
market, was exporting to 17

countries, and had established
a sizeable sales network in the

UK. Delighted at this progress,

the Malaysian government
announced Proton's partial

privatisation and a second car
project.

From the beginning, the
government's intention has
been to use its car industry as
a way to develop an
engineering sector. By-

supplying its own industry. It

hoped to iron out any start-up

problems, so that it could move
on to the world stage as a fully-

geared up supplier of cars and
subsequently of components.

Local content was the name
of the game, and Proton was
playing well.

British consultant engineers

were imported, to the
disappointment of the
manufacturer’s Japanese
partners, and Hicom, the

government controlled heavy
industrial holding company,
began manufacturing car
parts.

Fuel tanks followed radiators

and exhaust systems on to the

local content Ust.

Success is measured only
partially in the 102.800 units

that Proton produced In the
year to March 31 1993. More
significant for the government
were the 200 car component
companies that emerged,
including more than 70 which
were producing for the original

equipment market
A ban on external sourcing

of more than 30 components
had helped to take the local

content of motorcycles

assembled in Malaysia to more
than 75 per cent. Proton to

over 60 per cent and other
passenger and commercial
vehicles to more than 30 per

cent by the beginning of this

year.

By 1993, the country could

boast 13 vehicle assemblers,

including Proton, with a total

installed capacity of 306,000

units of motorcycles per year,

and 202,000 units of passenger

and commercial vehicles, none
of which was 100 per cent

externally sourced.

As for the second national

car project, the government
claims that it will not eat into

Proton's sales but will offer a

variant of a Japanese 660c

model aimed at the market
below the Proton’s price range.

In collaboration with Daihatsu

of Japan, it aims at a 1994

start-up to produce 20,000 cars

a year.

The government has taken
steps to ensure that any
market contraction will be felt

first by imported vehicles. Hire

purchase limi ts, introduced in
1991 to moderate domestic
demand, were amended in

April 1992 to exempt cars
costing less than MS40.000.
which Protons do.

The rules, were subsequently-

lifted altogether, but the

slowdown they prompted cut

the sales of the dearer
imported cars. Sales of
non-Pratons fell by 25 per cent

between 1991 and 1992-

Import tariffs have also been
used to sharpen the price

differential between locally

assembled cars, parts for

which are charged at between
13 and 40 per cent, and
completely built car imports,

charged at 140 to 300 per cent:

and are anyway limited to 10

per cent of the market
But Proton has been ailing in

its own right of late. Sales in

the financial year to the end of

March 1993 were down nearly 2

per cent on the previous year.

The setting for the decline

was a slowdown in Malaysia's

motor industry as a whole,
offer marked growth from 1988

to 1991. In terms of sales,

commercial vehicles fell by
nearly 57 per cent to 35,054 in

1992, compared with 81,099 in

1991. while passenger vehicles

fell 13.5 per cent to 117.773.

The decline at home made
Proton all the more determined

to export By the end of April
1993, it had exported 66,183
cars, of which 56.821 were to

the UK. where it has gained
from the demand for cheaper
cars in recessionary times.
There is even talk of an
overseas plant, in Indonesia, or
maybe in Chile.

The outlook for Proton
certainly rests on its success as

an exporter. Malaysia's own
demand could not support one
car manufacturer, let alone
two. it is also exposed to

foreign exchange risk because
of its yen-based costs, which
one industry analyst suggests
were as high as 45 to 50 per
cent in 1992.

It can offer cheaper labour
costs than many of its

competitors, but lacks
economies of scale.

At the end of the day, Proton
is an anomaly. It exists to feed

a nation's greater need, and It

is likely to receive all the
protection it needs to survive,

until Its survival is no longer

tied up with Malaysia's Vision.

Profile: Mohamad Nadzmi, head of the Proton company

Youth in the driving seat

Mohamad Nadzmfc If things go wrong, my
career Is over. There's no turning back'

MB Mohamad Nadzmi Mohamad Salleh

has one of the most difficult jobs in

Malaysia. At only 39, he is head of

Proton, Malaysia's national car com-
pany. Proton is the pride of Malaysia
and the project most dear to Dr
Mahathir Mohamad, the prime minis-

ter.

“It's tough now and it's going to get

a lot tougher, ” says Mr Nadzmi, who
has been in his new post since mid
Jnly. ‘‘Proton is the cornerstone of the

country's industrialisation programme.
It’s daunting to take such a job on. If

things go wrong then that's the rad of

my career. There’s no turning back. We
have to succeed.”
Mr Nadzmi describes himself as a

professional manager rather than a

technician or engineer. He studied eco-

nomics, chemistry and mathematics in

the US, then returned to Malaysia to

work for Petronas, the state oil com-
pany, and HICOM, the government con-

trolled heavy industrial holding com-
pany.
Mitsubishi, Proton’s Japanese part-

ner, has had its men at the bead of the

national car project for most of time
since the first car rolled off the assem-
bly line in the mid 1980s.

But there has been talk or friction

between the partners, with the Malay-
sian side dissatisfied about the slow
rate of Japanese technology transfer,

while Mitsubishi apparently disap-
proved of Proton's ambitions export
plans - fearing competition overseas
from the Malaysian car.

Mr Nadzmi was catapulted into the
managing director’s seat on the insis-

tence of Dr Mahathir. “It was always
realised that the Japanese could not go
on running the company indefinitely.

It was felt that now was the time for

Malaysians themselves to take con-
trol,’’ says Mr Nadzmi.
A Malaysian did head Proton for a

time five years ago. Bat the Japanese
reassnzned control as various problems
threatened the project’s future.

In Malaysia, questions of politics and
race are part of almost every activity.

Mr Nadzmi has to have the right politi-

cal allies if his authority Is to be main-
tained. Part of Mr Nadzmi’s brief is to
encourage more bumiputra or Malay
participation in the industry. He has to

do this while not offending other
groups.

“I know people will be watching to

see if I perform well I think I have

about five years to really prove “5=^
Proton has achieved so uiucb bn

next phase will be harder. We^-e

find new markets so we
production and bring

We’ve got to introduce more compete

tion in our supply network. TMJ
means Tm going to make enemies ana

offend some politically well connected

people. But it’s got to be tone.

Mr Nadzmi has already proved him

self as a businessman.

ent job he built up Edaran OJuoM
Nasianal (EON). Proton’s distributing

company, into one of Malaysia s most

successful conglomerates, with a list-

ing on the Kuala Lumpur stock

exchange. . . .

Tm not going to disregard what toe

Japanese have done at Proton, we
can't reinvent the wheel. The Japanese

have introduced their proven produc-

tion methods. But as a Malaysian I

think i know how to motivate people

better.” Mr Nadzmi feels Malaysians

have a great flair for design. They are

also good innovators. But making sure

people stick to modem industrial work-

ing practices is not easy.

Kieran Cooke

THE Kuala Lumpur stock
exchange has been breaking
records this year. The compos-
ite index has reached succes-

sive peaks and the number of

shares traded has sometimes
exceeded levels in New York
and Tokyo.
Following a round of privati-

sations which brought compa-
nies such as Telekom (the tele-

communications network) and
Tenaga (the electricity utility)

on to the market, the KLSE’s
market capitalisation of more
than $100bn is now comfort-
ably ahead of regional rivals

Bangkok and Singapore.

The increased volumes and
the rise in the index, however,

have not always moved in step.

The first half of the year was
characterised by frenzied activ-

ity from local speculators,
largely in secondary stocks.

Volumes soared - on April 15

more than lbn shares worth
about SIbn changed hands -

but the index, dominated by
blue chips, responded only
sluggishly.

Trading patterns were typi-

cal for a developing market in

a booming economy; as in

Bangkok a few months earlier,

investors piled into a mael-
strom of speculation and share-

ramping by syndicates. Some

Temperatures run high at the Kuala Lumpur stock exchange

From peak to shining peak
brokers slept in their offices at

night as they struggled to keep
up with the paperwork, and
chartered helicopters to shift

scrip around the country.

“Before they would buy 10

lots [of 1,000 shares], now it's

100 lots." said one stockbroker

of his clients. Money held off-

shore by ethnic Chinese busi-

nessmen flooded back into the

country as confidence in the

ringgit, the Malaysian dollar,

strengthened. A lack of rights

issues as a result of a reorgani-

sation of the martlet's regula-

tory system has left investors

with plenty of cash, although
that is likely to change in the

remaining months of this year.

Each political rumour, each
hint of a tenuous business deal

in China produced a flurry of

activity in the stock concerned,

a trend encouraged by a series

of tentative agreements signed

hy Malaysian businessmen
during a visit to China in June
by Dr Mahathir Mohamad, the

prime minister.
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It was the smaller stocks
that were attracting the most
attention. The price of a small

property company called Gran-
ite, with a handful of employ-
ees and an unimpressive track

record, increased more than
tenfold on the back of an
agreement to install thousands
of gambling machines in
north-east China.
Other China gaining plays

soared as well. Timber stocks

rose as the price of logs on the

international market climbed

plan to list the state Heavy
Industries Corporation of Mal-

aysia (Hicom), probably by
means of a reverse takeover
involving New Serendah, a
small listed rubber company
whose share price has jumped
in anticipation: an allocation of

30 per cent of the shares to

Bumiputras (Malays) at a sub-

stantial discount is likely to

give the Malay community a

pre-election windfaH
Perhaps inevitably, the bull

market has been marked by an

Political manoeuvering before November’s contest

for the deputy leadership of the ruling Umno party

has given a further boost to stock exchange activity

sharply. Companies with
strong government connec-
tions, such as Renong, were
bought heavily, with specula-

tors assuming they would ben-

efit from contracts for large

infrastructure projects: some-
times several competitors for

the same deal were ramped one
after the other, brokers said.

Political manoeuvering
ahead of elections in November
for posts in the United Malays
National Organisation (Umno,
the dominant party in the gov-

ernment) has added further

zest to the stock market Atten-

tion is focused on an expected

tussle between Mr Abdul Gha-

far Baba, the incumbent party
deputy president and deputy
prime minister, and his unde-

clared challenger Mr Anwar
Ibrahim, the finance minister.

Speculators buy stocks in

companies linked to politicians

they believe will do well in the

election. Conversely, they also

buy companies connected to

probable losers, on the grounds
that the losers will be per-

suaded to withdraw in return

for financial favours from the

eventual winners.

Stockbrokers believe that the
finance ministry will, before
the election, rush through a

element of greed. Traditional

blue chip stocks such as the
Sime Darby conglomerate are

considered too dull for specula-

tors interested only in quick

profits.

“When you tell a client the

upside of a share is 20 to 30 per

cent, they say they're not inter-

ested - they want 100 per
cent,” said a local stockbroker.

The dangers of such a febrile

market were demonstrated
recently by a fiasco involving

Union Paper, a small toilet

paper manufacturer thought to

be a target of a reverse take-

over bid hy a property and
financial cooperative domi-
nated by Umno members. The
shares soared to more than 10

times their original value and
then plunged, leaving some
speculators in default, appar-

ently because of Illegal short-

selling.

The new Securities Commis-
sion, established earlier this

year, has investigated the
affair and is expected to make
an announcement soon. Union
Paper's shares were suspended.

It was a salutary lesson for

small investors, who subse-

quently lost some of their

enthusiasm for second board
stocks and took more interest

in blue chips. Both the KLSE
and the Commission are
attempting to tighten regula-

tion oF the market to curb
share manipulation and put a
stop to misleading company
announcements, although for-

eign and local brokers have yet

to be convinced that the regu-

lators have teeth.

“People start to feel that

there is one place where they
can make quick and big

money," acknowledged Mr Nik
Mohamed Din, KLSE executive
chairman

“When the market becomes
bullish there are bound to be
some problems that come up.

We are very concerned and
very vigilant to avoid situa-

tions where people benefit

through manipulation,” he
said. “If we do not check this

kind of activity then the mar-

ket will not be sustained. One
ofthese days it willjust hurst”
While the KLSE is demand-

ing more frequent and accu-

rate announcements from com-
panies - about, say, their deals

in China - the Commission is

tasked with investigating other

misdemeanours and with
streamlining the hitherto
bureaucratic procedures for

new listings.

Other developments include

the proposed establishment of

the Kuala Lumpur Options and
Financial Futures Exchange
(Kloffe) by a politically well-

connected private sector con-

sortium fin the face of. initial

opposition from the Kuala
Lumpur Commodities
Exchange and the KLSE), and
the slow implementation by
the KLSE of its central deposi-

tory system fix’ immobilising

scrip and reducing paper trans-

fers; II shares from the second
board have been included so

for and the KLSE wants to

bring in the other 60 or so sec-

ond board companies by the
end of 1993, and to complete
the entire process within five

years. Merrill Lynch, mean-

while, has issued call and put

warrants on the composite

index.

Although some foreign bro-

kers are unsure whether Kuala

Lumpur needs complex deriva-

tives markets at this stage In

its development, they are confi-

dent in the underlying

strength of the KLSE, which

now has nearly 400 companies

quoted on its main and second

boards.

Brokers in the Malaysian
capital also believe that the

threat to their turnover posed

by the over-the-counter CLOB
market in Singapore - which

Mr Nik Mohamed describes as

a “black market” - is gradu-

ally diminishing, especially as

CLOB does not deal in newer
arrivals on the KLSE such as

Tenaga or Telekom.
The KLSE itself says there

are 69 foreign funds with
investments in the Kuala Lum-
pur exchange, and foreign

interest has increased since the

middle of the year, pushing up
tiie index - if not the volume -

after the local speculators
GSSGCl rtff,

“In the first half of the year,

it was retail-driven, but in the

past month or two it’s swung
around the other way towards
institutional buying." said Mr
Eugene Marais of Baring
Research (Malaysia). “Foreign
interest has surged."

Even if much of the trading

by Malaysian investors on the

exchange is purely speculative,

the economy remains robust
and continues to grow at eight

per cent or more a year. Aver-

age earnings per. share are
forecast to rise 1&5 per cent

tins year and 15 per cent in

1994. -

By mid-August, however,
Kuala Lumpur shares were
starting to look pricey to inves-

tors interested in fundamen-
tals, especially when compared
with rival stocks in Asia's
other fast-growing economies.
The KLSE’s prospective price/

earnings ratio for 1993 was
more than 22, and even for 1994
it stood at 20. “It’s quite expen-
sive." said one broker.

Victor Mallet

TODAY the sign at the gate of
the “Financial Park” on
Labuan island leads only to a
muddy building site and a
cluster of pile drivers, but by
the end of 1995 the island’s

small town should be over-

shadowed by at least MS400m
worth of office, condominium
and commercial buildings.

The creation of the Financial
Park - by a consortium of the
Malaysian central bank and
commercial banks - under-
lines the determination of the
federal authorities to make
Labuan a thriving interna-
tional offshore financial centre
(IOFC) in the face of wide-
spread scepticism among
bankers in south-east Asia.

Labuan 's shortcomings are
well known: office space is in

short supply on this 92 square
kilometre island off the coast
of Borneo and clerical staff are
hard to find. Only small air-

craft such as the Boeing 737
can land at the airport, and
the government has deferred
plans to lengthen the runway.
Since declaring Labuan an

IOFC in 1990. however, the
Malaysian government has
devoted much time and mil-
lions of ringgit to ensure that
Labuan succeeds.
“We the authorities are

quite worried that it's moving
too fast,” says Mr Mohamad
Khir Abd Rahman, manager of
the bank regulation depart-
ment at Bank Negara, the cen-
tral bank. “New offshore
banks are fighting for new
office space.”
That problem should be

solved when the Financial
Park is finished - the develop-
ers say a third of the office

space has already been infor-

mally boobed - and in the
meantime banks are allowed
to manage their offshore units

from Kuala Lumpur, although

LABUAN ISLAND

Asian centre for

offshore finance
they must also maintain an
office on the island.

So for 13 banks have been
licensed to establish offshore
units in Labuan, including
Standard Chartered, Hong-
kong Bank, two Japanese
Kanitc and the main Malaysian
banks. Bank Negara officials

say total loans and deposits
have each reached about $lbn
- tiny by comparison with
Hong Kong or Singapore but
growing fast. There are also

prime minister and driving
force behind the development
of Labuan as an IOFC. also
looks at the project as a way
of stimulating Malaysia’s
financial sector.

The Malaysian government
urges most state companies to
raise foreign loans through
labuan. Bank Negara officials

say Labuan is centrally
located among the countries of
Asean, the Association of
South East Asian Nations.

Officials hope that Labuan island will benefit from
the flight of capital from Hong Kong in the run-up
to the British colony's transfer to China in 1997

three insurance companies and
139 other companies licensed
to operate offshore in Labuan.
The Labuan economy, previ-

ously reliant on regional
entrepot trade based on its

free port status, services to the
oil and shipping industries,
has profited from the govern-
ment-inspired building boom.
Officials of the opposition

state government in Sabah
argue that the federal authori-
ties are pouring money into
Labnan to persuade voters
that cooperation with Kuala
Lumpur is better than confron-
tation: Labuan was part of
Sabah but became federal ter-

ritory in 1984. “Perhaps the
Idea b to show it’s a success if

you cooperate with the feds,”

says one banker.

Dr Mabathfr Mohamad, the

They are hoping the island
win benefit from capital flight

from Hong Kong in the lead up
to China rule in 1997.

Labuan compares favourably
with its regional rivals on tax
concessions. There is no with-
holding tax tm bank interest,

and offshore companies are
given the choice of a three per
cent tax on net profits, or a
flat rate of M$20,0Q0. Secrecy
for offshore companies is

assured.
But international bankers

are still sceptical about
Taiwan- In SJngaporear Bang-
kok, they say, customers can
conduct their regular as well
as their offshore business. Ber-

muda and Jersey are million-

aires' playgrounds as well as
afEshore centres. (Mr Khir has
an answer to that: "Labuan

might just turn out to be i

way - a Monte Carlo
instance").

But Labuan is dlfficnll

reach and has few faciUI
the bankers say. Why, t
ask, does an “offshore”
haven need to be physic
offshore at all?

Although Malaysian ofSc
put a brave face on it, t

were taken aback by
almost casual way in wfc
the Thais established tl
own offshore business ear
this year - called the Bang
International Banking Fad
- and quickly attracted aj
cations from more than
local and foreign banks; Tl
land granted licences to’ 47
Even the few foreign ba

already establishing their
shore units in Labuan - wit
handfial <rf staff - are belie
to
_Sf

*»ing so as a kind
political lmairqnce.
Those with domestic rworks in Malaysia want

protect their Interests
Pleasing the authorities; tb
without operations in
restarted Malaysian bank
market hope that support

help them

mg that this is a good wav
score, points," says oneIX
foist m Kuala Lumpur.
Although this attitude

widely acknowledged, banv

the critiou t
to succeed.

Its almost at the

w*t to work," — ^

Vtetor Manet
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INFRASTRUCTURE UNDER STRAIN

Rapid development
takes its toll
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THE INHABITANTS of Kuala
Lumpur have a habit of shak-
ing their heads sympatheti-
cally when they meet a visitor

from Thailand. Are not the
traffic jams In Bangkok appall-

ing. they ask. and is not Thai-
land's infrastructure wholly
inadequate?
Yet Malaysians too are

starting to pay a high price for

economic success after six
years of rapid growth.

Utilities are struggling to

keep pace with demand. It can
be difficult to place a local tele-

phone call. Power cuts have
become more frequent because
or a shortage of generating
capacity (something which has
yet to hit Thailand i.

The streets of the Malaysian
capital are increasingly con-
gested and polluted, to the
extent that the government
has launched a car-pooling
scheme with the slogan “Get
our city moving again". It Is

true that the roads of Kuala
Lumpur are less crowded than
those of Bangkok, but then
Bangkok's population of some
8m is four times as large as
Kuala Lumpur's.
Both cities have promoted

the cult of the motor car. failed

to provide adequate public
transport, and are straggling
now to build light commuter
railways, Both cities need new
international airports, and
each is about to construct one.

As in Thailand. Malaysia's
drive to remedy its infrastruc-

tural shortcomings presents
mouthwatering opportunities
to local contractors and foreign

companies with the right

skills: Malaysian officials

cheerfully discuss projects

worth billions of dollars as
they seek to bring everything
from telephone networks to

sewage treatment plants up to

standards adequate to keep
pace with continued economic
growth.
Some economists are even

concerned that the govern-
ment’s eagerness to upgrade
Malaysia's infrastructure and
maintain high growth rates
may itself put further strains

on the economy.
Building new roads, for

example, deprives businesses
of much needed workers when
unemployment is effectively

zero across much of the coun-
try. “People look at growth
rates here like they look at

The local telephone
service is slow and Kuala

Lumpur's streets are
increasingly congested

inflation rates in Germany."
said an economist in Kuala
Lumpur. “It's a political ques-

tion. not economic.”
One thing that is not - so far

- in short supply is capital,

foreign or local. Malaysia's for-

eign debt service ratio has
declined to below six per cent

of export earnings. Local inves-

tors are as enthusiastic as for-

eign banks to Finance viable

projects. But Malaysia couid
face stiff competition for funds

from other countries in the

region who also face similar

infrastructure problems.

Dr Mahathir Mohamad, the

prime minister, has taken his

cue from Mrs Margaret Thatch-
er's government in Britain in

the idSHs and started to privat-

ise transport and utilities with
an enthusiasm rarely matched
elsewhere.

Portions of the electricity
and telephone networks have
been sold to the public and the
companies - Tenaga National
and Telekom Malaysia respec-

tively - have been listed on the

Kuala Lumpur stock exchange.
Faced with serious power

shortages, the government has
also strongarmed Tenaga into

agreeing to buy electricity
from independent power pro-

ducers known as IPPs, some of

which may eventually be listed

on the stock exchange. -Sixty

proposals Tor power stations
have already been made by
various joint ventures, but
only five have so far been
approved and financing con-
straints will probably mean
that not all the approved pro-

jects actually proceed.
Private sector responsibility

for infrastructure projects does
not make Malaysia a wholly
free market.
Many of the companies

which have won big contracts
for roads and other Infrastruc-

ture developments, like
Renong and Berjaya, have
strong connections with gov-

ernment. either through per-

sonal friendships or because
they are Linked to the United
Malays National Organisation
•Unmol, the dominant party in

the government.
Eyebrows were raised, for

example, when the Berjaya
group, in association with
Britain's North West Water,
won. without a public tender, a

preliminary MSBbn agreement
to build and upgrade urban
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Asia’s longest bridge, spanning l&Skm between Penang island and the mainland, was opened in 1985. It was. buBt by Hyundai of Korea in 3Vi years at a cost of £400m - and over 20 lives

sewage facilities . Berjaya has
little experience of such con-

tracting work, but it is an
influential company and Mr
Vincent Tan. the group’s chief,

is said to be close to leading

figures in government.
Some businessmen have crit-

icised the use of funds from
organisations such as the
Employees' Provident Fund, or

Kieran Cooke follows the race to build more power stations

Blackouts are embarrassing
ON SEPTEMBER 29 last year the lights

went out through most of peninsular Mal-
aysia. The blackout, blamed on a freak
lightning strike and described officially as

an Act of God. left many parts of the
country without power for several days.
In subsequent months there were a

growing number of power breakdowns.
Earlier this year what Industrialists and
others had been talking about for months
became official - Malaysia was in the
midst of a power crisis.

Or Mahathir Mohamad, the prime min-
ister. demanded prompt action. Mrs Rafi-

dah Aziz, minister of trade and industry,
described the blackouts as intolerable.
Mrs Aziz deals with foreign investors in
Malaysia: the fear was that electricity
shortages would have a damaging impact
on the investment climate.

Tenaga Nasional. the conntry's electric-

ity utility which was partially privatised
early last year, has been taking steps to

remedy the situation. Maintenance work
on existing facilities has been speeded up.
Under a special "fast track" energy pro-

gramme, new power plants are being
built

The incidence of power shedding and
blackouts has been reduced. Mr S Samy
Vellu, the energy minister, says that by

the end of the year more than 500MW of
extra power will be available each day to

meet maximum daily demands of about
4.600MW.
But Malaysia's economic growth could

run out of steam if power output is not
constantly expanded. Mr Samy Vellu esti-

mates that Malaysia needs to invest
MSlObn ($4bn) over the next 10 years to

cope with Increasing electricity require-

Private companies are being urged

to participate in building, owning
and operating new generating plant

ments. Over the next 25 years about
MSlOObn will have to be invested in the
power sector.

Malaysia cannot meet these massive
investment needs from its own resources:
it is therefore inviting independent power
producers (rPPs) to participate in build-
ing, owning and operating power plants.
Malaysia is the first country in the

region to get such projects off the ground.
Already two IPPs have been granted
power producing licences - one to build
own and operate a 1.300MW plant at
Lam at. in the northwest of peninsular
Malaysia, and the other for two plants

with a combined capacity of 1.230MW
near Singapore in the south.

A variety of other £PP projects are also

being considered. Foreign companies are
being encouraged to participate and are
able to hold 25 per cent of equity in the
projects.

But there have been some hiccups. For-
eign companies have complained that
there is a shortage of local expertise in
the power sector and reliable partners are
difficult to find. There bave also been
accusations of political favouritism in the
government's granting of 1PP licences.

Under new regulations the IPPs will

purchase gas to feed their power plants
from Petronas, the state oil company, and
sell power to Tenaga. These buying and
selling contracts, binding over an
extended period, have proved very diffi-

cult to negotiate. Financiers are also
being cautious about extending the large
amounts of credit needed to build these
IPP power plants.
However there are few who doubt tbat

these plants will be built and Malaysia's
power output will be substantially expan-
ded. "It's got to happen." says an energy
analyst "Without the power ail the plans
for economic growth over the coming
years will come to nothing."

Jenny Luesby explores the exotic mixture that is old Malacca

Remnants of empires

/

"THAT is Christ. You know
who Christ is?" says the Portu-

guese descendant as he points

to an altar clearly lit up inside

his home.
We are in the Portuguese set-

tlement. a mile outside
Malacca on the west coast of

Malaysia. It is the night of the
cultural show, and Portuguese
Square, remnant of a long-gone
empire, is strung with lights to

attract the tourists.

Malacca first grew up as a

port in the 15th century. It has
always known how to market
itself. When traders needed a
well run port, where rules
were made and kept, Malacca
offered it. The town prospered
as one of the earliest gateways
to the east, home to wave upon
wave of settlers and colonial

powers.

The city is still selling itself

today, but its audience now are

tourists rather than mer-
chants. Malaysia's only desig-

nated “historical city", its past

is now providing for Lis future.

In the central museum an
entire hall is filled with colour-

ful tableaux showing the wed-
ding ceremonies of the many
ethnic groups that came to the

city. In reality, five centuries

as a Straits settlement gave
birth to a hybrid people.

The Malay bride of Malacca
wears anything from seven to

13 national costumes on her
wedding day, parading in each.

In the Portuguese settle-

ment. the speciality, advertised

on the Lisbon Restaurant's
eon sign, is prawn sarabal, a

traditional Malay dish; and the

dancers in the cultural show
are dressed in Malay costumes.
In old Malacca. Malaysia's

oldest Chinese temple, a
mosque and an Indian temple
ail stand within yards of one
another. The Chinese houses
have Portuguese tiles on their
front walls, Portuguese homes
are built on stilts. Malay-style.

But the authorities are deter-

mined to make things easy for

the busy tourist. The answer is

the Malacca theme park, where
all can be sated.

On a bend by the river there
is a Malay kampong, or village,

housing two further miniatur-
ised villages.

In the old quarter, and
equally stylised, is the world of

the Baba-Nyonya people, the

Chinese who settled here and

hunter away from the confu-

sion of cultures. But. back at

tiie remnants of the Portu-
guese fort and the old British

planters club - now an inde-

pendence memorial - huge
concrete models of Malay bull-

ock carts quickly restore the
feel of fantasy.

Here, every night, an hour-
long sound and light show puts
the wbole picture into a new
perspective. Suddenly, six cul-

tures are no longer six. but
one. Like a litany the narrator
returns every few minutes to

his driving theme: Malacca is

where it ail began. And what
began in Malacca was not the

blend that is Baba Nyonga.

The Chinese houses have Portuguese tiles on
their front walls and the Portuguese homes are

constructed on stilts, Malay-style

took up local ways. Here, the
Straits Chinese present a mix
of cultures, replete with Vene-
tian mirrors, Victorian chande-
liers, and ornate Chinese furni-

ture. In a warren of nearby
antique shops, artifacts are
piled high. The charm is real,

but the goods look a little short
on history.

The other side of the river is

the Dutch town hall and
church, painted deep red. And.
in case of doubt, a 15-foot-high
model windmill. Beyond these,

for those seeking global norms,
there is the shopping mall,
bowling alley and leisure com-
plex. built on land reclaimed
from the sea.

In the city centre, modern-
day China town, with its stores

full of bicycle vvheels and jars

of pickle, draws the bargain

which is never mentioned.
What began in Malacca was
Islam, and Malay nationalism.
Now tbe tourist is made to

understand that it Is the Maiay
identity that is, was and
always will be at the heart of

Malacca.
Arab traders brought Islam

to Malacca, from where the
city’s people spread the word
of Allah throughout south-east

Asia, the “spectacular"
explains. And it was the people
of Naning. just inland of

Malacca, who most fiercely

defended the Malay way, by
rising up against the Portu-

guese. Dutch and British colo-

nialists. Here, too, is where the

independence movement
began.

In the Hash of a light, the

ancient port's Dow of Indian

and Chinese traders is negated,
as the show explains that the

British introduced racial ten-

sion to Malaysia by importing
workers from the sub-conti-
uents.

The courting of tourism
seems forgotten as the need for

political correctness comes to

the fore. Ironically, though offi-

cialdom may point to the city

as a monument to all that is

Malay, it is the descendants of
the Straits Chinese that come
in their droves to rediscover

their roots. More than 3m tour-

ists came to Malacca in 1992. of
whom nearly two-thirds were
daytrippers from Singapore.
The opening of a second cross-

ing from Singapore should see

their numbers rise still further,

as the travel time by road
comes down to 2'.- hours.
Old Singapore may be hard

to find, but old Malacca is not.

lu fact nothing could be easier.
The city has recognised a niche
market. Its heritage has not
just been retained, it has been
unproved upon. The developers
have been held at bay in much
of the city's heart, although its

fringes have given wav to the
obligatory high-rise hotels.
More than lm tourists stayed

in the city in 1992, spending
3350m. equivalent to more than
15 per cent of the state's gross
domestic product.
There are hopes for more

tourist dollars in 1994. The suc-
cess of the "Visit Malaysia
Year” In 1990 was too good not
to be repeated, and the govern-

ment is full steam ahead to

repeat the exercise next year.
In the meantime, one people

or six, the Malaccans’ cash reg-

isters are ringing out.

the police and army pension
funds (the last two have stakes
in the sewage venture) to

finance infrastructure projects

with Umno connections, but
others believe there is no prob-

lem as long as the project con-

cerned is bankable; such
organisations have to Invest
their money somewhere.
Although there is no doubt

that some companies benefit

from government largesse in
such deals. Malaysia does not

suffer as badly as Indonesia or

Thailand from the corrosive
effects of corruption and offi-

cial indecision.

Infrastructure projects, says
a banker, “are not so obviously
overpriced". Existing and pro-
posed projects include;

• Airports and ports: About
M$20bn is to be spent on a new
international airport at
Sepang, south of Kuala Lum-
pur. with die first phase cost-

ing about MSIObn and an
express rail link to the capital

a further MSI .2bn. A master-

plan study drawn up by an
Anglo-Japanese consortium,
comprising Balfour Beatty.

Trafalgar House Construction,

Officials say SlObn
needs to be invested in

telecommunications over
tiie next 10 years

Gammon of Hong Kong.
G-MATS and Marubeni, Fore-

cast that the number of passen-

gers passing through Kuala
Lumpur could rise to between
55m and 60m by the year 2020,

compared with 8.8m in 1991.

Other airports and sea ports

are also being upgraded.
• Telecommunications:
Malaysian officials say about
SlObn of investments will be

needed over the next decade.

Demand is expected to rise

sharply, with international
traffic growing by as much as

30 per cent a year. There is

scope for expansion; at the end
of last year there were 11.6

lines per 100 inhabitants, a
third of Singapore's ratio.

• Railways and roads: The
Malayan Railway Administra-

tion (KTM) has embarked on a
programme to double-track
busy lines. Work is underway
in the Klang valley between
Kuala Lumpur and its seaport

at Port Klang; and there are

plans eventually to double-
track the entire distance
between Johor in the south
and Butterworth. opposite the
island of Penang, in the north.

There are also plans for a light

rail transit system in Kuala
Lumpur. An Anglo-German
consortium led by Taylor
Woodrow this month raised

£300m to finance the first 12

kilometre link which will take

34 months to build. As for the

road network, the north-south

highway, a toll road, is expec-

ted to be completed next year

after the securing of additional

funds to meet cost overruns. A
second causeway is planned for

the crossing to Singapore.

• Construction and property:

United Engineers Malaysia
((JEM), a company connected
to the Renong group, plans to

build a M$450m stadium and
village for the 1998 Common-
wealth Gomes outside Kuala
Lumpur, in exchange for prop-

erty with development poten-

tial in the capital, including
the old national stadium.
Other developments include a
huge twin-tower office complex
in central Kuala Lumpur, and
private and state hospitals.

Victor Mallet
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ASK for a meal in a cafe in

Kota Kinabalu, the quiet,

seaside capital of Sabah, and
the chances are that the
waitress will be an Indonesian
teenager; glance at a building

site, and half the construction

workers you see are probably
Filipinos.

Since the 1970s. hundreds of

thousands of casual migrant
workers and refugees have
poured into Sabah, the state

perched on the northern tip of

Borneo two and a half hours
away from the Malaysian
capital Kuala Lumpur by air

across the South China Sea.

The immigrants, politely and
inaccurately called “the
transient population” in

official documents, are now
estimated to account for as
much as 40 per cent of the
Sabah population of 1.8m and
two thirds of the workforce;
many have lived in Sabah for

two decades.

Their continued presence is

yet another bone of contention

between the federal authorities

and Sabah's predominantly
Christian state government.
A large portion of the

immigrants. numbering
between 450.000 and 700.000,

are Moslems from the southern
Philippines dr Indonesia.

Sabah's delicate demographic balance is being steadily altered, reports Victor Mallet

A crucible of races and religions
Sabah is one of only two

states in the country led by
opponents of Dr Mahathir
Mohamad, the federal prime
minister, and Sabah officials of

local Kadazan or ethnic
Chinese origin suspect the
federal government of wanting
to flood the state with Moslems
who would be favourably
inclined towards Dr Mahathir
and the Moslem-controlled
national government
“What Kuala Lumpur is

trying to do is to legalise these

people by the back door by
giving them the identity cards

which signify your
citizenship,” said Mr Bernard
Dompok. the Sabah finance
minister, in an interview. “We
don't mind the workers here,

but we want them to be
properly regulated."

Like immigrants in so many
countries, the “illegals" of

Sabah are needed but also

resented by the local
population.

They work in plantations.

building sites, restaurants and
hotels and as maids in the
homes of richer Sabahans for

wages which the local
inhabitants would not accept
Tourism, for example. Is an

increasingly important foreign

currency earner for Sabah, as
the logging industry

Real GDP growth (%)

Malaysia Sabah

1988 83 53
1989 B-2 02
1990 &7 aS
1991 a7 1

3

1992 a 3*

inexorably declines after years
of deforestation and
over-extraction of valuable
timber. In the last five years,

visitor arrivals have doubled to

more than 100,000. Many
workers in the tourism
industry are of Filipino origin.

Plantations of oil palm and

cocoa are also vital to the
Sabah economy, with the state

accounting for 70 per cent of

the Malaysian cocoa crop and
10 per cent of palm oil output -
a figure which is rising as
more and more oil palm
plantation developers come in

from peninsular Malaysia. In
some areas as many as 95 per
cent of plantation workers are
Indonesians.

Sabah's remoteness and
internal transport problems
can push costs for businesses

20 or 30 per cent above the

national average, and the
Sabah government
acknowledges that cheap
migrant labourers help to
offset such disadvantages.

“In many ways the economy
of the state of Sabah moves
because of them,” said Mr
Dompok. “They are a source of
cheap labour... This is the only
competitive edge we have over
west Malaysia and Singapore.”

Even the smuggling of
cigarettes and other goods

from the southern Philippines
- often on the same boats as
the migrants - is welcomed by
Sahahan officials as a means of
reducing costs, since most
customs duties are collected by
tbe federal rather than the
state government
Sabah citizens, however.

said to be “no-go" areas for the
police.

Tbe problem of coping with
the immigrants Is compounded
by confusion over who in
Sabah really are Malaysian
citizens and by widespread
forging of identity cards. Many
Sabahans, especially the

Sabah’s local and foreign workers by sector hi 1988
ccnrAB « nrm Mti cnco/aii m.1OWV wn

AgrlcuRm 10 90
Forestry 53 47
Construction 50.7 483
Wholesale, retail trade 71.6 284
Manufacturing 58 42
Misceflaneous 323 673
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complain bitterly that the
immigrants overload the
state's schools and hospitals

(without paying taxes) and
breed crime and prostitution -

to the extent that some areas,

especially in tbe eastern towns
of Sandakan and Tawau, are

Kadagans in the interior, do
not have birth certificates and
it is easy for an immigrant to

bribe a village headman into

acknowledging him or her as a
locaL
“They are so integrated."

says one ethnic Chinese

Sabahan of the immigrant
Filipinos. “I myself can't tell

the difference. Some people
have been here 20 years."

Mr Harris bin Mohamad
Saiipb

. a former Sabah chief

minister and a strong
supporter of Dr Mahathir, says
that 10 to 20 per cent of

immigrant Moslems have
become citizens over the years
and claims proudly that more
than half the state’s population

is now Moslem. But if the

federal government is indeed

encouraging the naturalisation

of such people it is a tactic

which may backfire.

One of the dangers is that

the presence of numerous
Filipinos in Sabah will revive a
dormant territorial claim to

Sabah by the Philippines; in

the 19th century the Sultan of

the Sulu islands, now part of

the Philippines. leased Sabah
for $5,000 a year to British

businessmen. He never got it

back.
Another danger for the

federal government b that

influx of Moslems mU!
no*

have the desired political effort

of boosting supportfor^
United Malays National

Organisation (Umno). tnc

dominant national party-

According to officials in

Sabah, local Moslems arc as

resentful as anyone else about

the competition from
Immigrants- especially m me

fishing and fishmongers*,

trades along the coast.

Nm* is It certain that newly

legalised Moslems will support

the Kuala Lumpur
government. The immigrants

often share the Sabahans

resentment of the dictats of mr

away Kuala Lumpur. The

Sabah state authorities, under

Mr Joseph Pairin Kitingan. the

chief minister, pride

themselves on tbe integration

of races and religions in Sabah

and have managed to lure

same Sabah Moslems into their

fold. „ ,

“What it [the federal

government] doesn’t

understand is that these

people, even if they are

Moslems, are basically nominal

Moslems," said Mr Dompok of

the FOipinos who make up two

thirds of the immigrants.

“Religion is secondary-"

Timber exporters feel ecologists' wrath, writes Kieran Cooke

Warfare escalates over use of

the tropical forests
LATE last year Austria made moves to

introduce eco-labelling on tropical timber
products. Such was the reaction in Kuala
Lumpur it seemed Malaysia was about to

dispatch its troops to hammer in protest

on the gates of Vienna.

“If the Austrian government insists on
eco-labelling tropical timber based prod-

ucts. Malaysia will retaliate in the same
manner "

thundered Mr Lim Keng Yaik.

Malaysia's minister for primary industries.

“For example, we can eco-label their choc-

olate products that are produced at dirty

factories.” said Mr Lim.
Austria has since modified its stand, but

the tropical timber issue refuses to go
away. Various governments and environ-

mental groups accuse Malaysia, the
world’s biggest exporter of tropical timber,

of raping its forests and threatening the

lives of forest dwellers.

Malaysia accuses its critics, particularly

in the west, of hypocrisy and of practising

double standards.

Mr Wong Kum Choon is chief executive

of the Malaysian timber industry develop-

. . . where ft Is processed before shipment to a worldwide market (Pictures: Cathy Rowland}

Exotic timber from the tropical forest arrives at a

ment council (MT1DC) a body set up by
the government and timber industry to

counteract adverse publicity.

“Our critics often don't want to listen to

the other side of the argument." says Mr

Wong. “They think we only look at forests

in terms of money. They don’t realise Mal-

aysia’s own concerns about preserving its

forests and managing its timber industry

effectively."

Timber is an important part of the
Malaysian economy. According to MTIDC
statistics, timber and timber products are

the country’s second biggest commodity
export earner after petroleum products. In

1992 Malaysia exported more than M$10bn
($4bn) worth of timber and products,

accounting for 10 per cent of total export
earnings.

About 40 per cent of timber exports are

in the form of logs. Sarawak, in east Mal-

aysia, accounts for nearly 80 per cent of

log exports and it is here that environ-

mental attention is focused.

The statistical arguments go back and

forth. The World Bank has estimated that

trees are being cut down fax Sarawak at

four times the sustainable rate.

The MTIDC says this is untrue: it says
Sarawak has 70 per emit of its land area
under forests. Some areas are totally pro-

tected. other areas are being cleared for

various uses while about half is being
logged on a selective, sustainable, basis.

Mr Abdul Taib Mahmud. Sarawak’s
chief minister for more than 10 years,

recently said that logging in his state had
been substantially reduced, resulting in a
loss of $50m per year in revenues to the
state government and the disappearance of

thousands of jobs.

Critics do not believe Mr Taib. They
accuse the chief minister of working hand
in glove with tbe logging companies and
timber tycoons. They say that file federal

government allows Mr Taib free rein in

exchange far his ongoing support of the

governing Barisan Nasionai political

grouping: The two sides slug it out There
ggpmn tittle room for compromise. “Timber
and human rights are the most sensitive

subjects in Malaysia,” says a former gov-

ernment official. “As long as there are

forests and people the arguments will con-

tinue.”
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IF YOU DON’T KNOW MALAYSIA,
KNOW US!

Malaysia offers a tremendous growth opportunity.

Of that, there’s no doubt. To tap the enormous potential of

this dynamic and buoyant economy, you need a place to start.

And what better place than Malaysia’s foremost supplier of

capital market services? We’re home grown, so we know

the territory. As Kuala Lumpur’s capital market developed apace,

so did we, and this year we celebrate our tenth year in business.

The needs and goals of our clients fuel our innovative spirit.

Let us put that spirit to work for you. Call us.
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Boeing 737-400
1092

Long before Malaysia's independence,
we've been sending

our ambassadors around the world.
As Malaysia reaches its 36th

year of Independence, it has
much to celebrate.

For one, an airline that has
achieved world-class status.

That our aircraft are among
the most impressive today is a

national accomplishment.
On our runways are the latest

747-400s and the largest fleet of
737-4-OOs outside the USA.

Very soon, we will take
delivery of the Airbus A330.

But we are more than the

national airline.

We are Malaysia's ambassador
to the world.

Today, our flag files to 90

destinations across 5 continents.

Indeed, a Malaysia Airlines

aircraft arrives and departs some-
where in tixe world every 90 seconds.

And as we continue to fly to

more countries, we aren't only
reaching more people.

We are making more friends,

everywhere.

Global Capability. Local Expertise.

Telephone 60 3 985 2233 Facsimile 60 3 985 5522 (Time difference GMT+7)

Rashid Hussain Securities. Rashid Hussain Asset Management. RHB Futures. Setaits Securities. RHB-Cathay
Singapore. RHB Nominees. RHB Research Institute. RHB Equities. RHB Property Management. DCM-RHB

Unit Trust Management. RHB Capital (Jersey). Development Sc Commercial Bank Group.

RHB1, 424 Jalan Tun Razak, 50400 Kuala. Lnmpur, Malaysia.
For reservations and Information, call your favourite travel agent or Malaysia Airlines: London 061-862 0800

• Manchester 061 839-402! • Glasgow 041-248-8292 • Dublin 676-1561/676-21 31.
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The problem of labour short-

JENNY LUESBY
visits the state which

claims to be the
world's top supplier
of semiconductors

1 *BM has been more difficult to
Not so long ago unem-

ployment was a serious prob-
lon in Penang. Now there are
shortages at virtually every
level with companies reporting
employee turnover in some
sectors of 7 to 8 per cent a
month.
The competition for workers

means that Penang can no lon-
ger boast cheap workers as one
of its selling points. But Mr
Noor Ahmad Moktar Haniff
general manager of the PDC*
jwhits out that at around M$18
(5V) a day for semi-skilled
labour, “Penang’s labour is not
expensive either";
The PDC is firing on all cyl-

inders in its efforts to find
more workers. The PDC is try-
ing to persuade Penang gradu-
ates, who went abroad to find
work in the days before the
states industrialisation, to
come back home.
Women, just 44 pier cent of

whom participate in the labour
ifffPfl h<)T7A lirtAM -
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Possible temporary solution.
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a® Somch?t. executive director of
_

e a special skills centre in Pen-
«Jn ang. “We cannot allow thattoK baPPen- We cannot afford to

JJJJ
P^k marking time."

ms- ftindS
ceutre' a Privately

. funded organisation set up in

ob-
°ffers facUities to Pen-

°b?
1x3111 operators to°e re technicians, technicians to

a
en®toeers. and release engi-a neers into research and devel-Wt opment" says a PDC eS-

tive. "The point is. there is a
p1^ m toe sun for everyone."de The laboor shortage has- however, brought a change of^ ^ stote^indus-
trial strat^y.

rt" ** Koh, the chief minister- says that Penang would rather
Iabour intensive 1

industries. We would rather 1
fi see a situation where Penang v

is the centre for technology e
the centre for operational’ a
headquarters, for research and d
development, and for higher- eend production. And the neigh- ti* ho™? states or regions are g0 areas for more labour intensive a

h
PT°?

u
P
tion

' 80 toat there can N
*- be linkages."

' 18 now trying to mar- ti,

[ T* Md its surrounding y<
, states w the north of peninsu- ct
’ lar Malaysia as a single M
1 aiverse, resource-rich invest-

ment area, and lobbying the tu
federal government for infra- fir
structure and other invest- toi
ments. ^On a grander scale, the ex
states are part of a recently coi
agreed upon “growth triangle" up
linking north Sumatra in [
Indonesia and the southern acc
states of Thailand. Ministers totfrom Malaysia, Indonesia and san
Thailand have already agreed (im
on the relocation of some of 174
Penang's electronics compo- exo
nents companies as the first M

toisproject. sec,
in future, the mam difficulty dou

for Penang will not be in turn- yeaing away labour-intensive outi
investments, bat in attracting per
higher technology producers. AiMr Yeo of Conner says Penang fishi
is hke a rare gem. “The polish- centmg is done, but the finer from
t0“*» ^ave yet to come." ous '

..
A
i,

tJ
?
e ond of the day, turii

though, I am a businessman, rose
and my vote is for this place." year

^SLjndjnhavebe.n d,splaoed as Bg top CUTCncv
*̂ J — - Ul
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Company profile: ENG hardware engineering

Dr. Teh’s rapid rise
PD ff. . . .CHINESE physician Teh Ah Ba

set up ENG hardware engineer-
mg in 1974, with just M2500
(5200). Last month, the ENG
group was listed on the second
board of the Kuala Lumpur

i Stock Exchange with a market
* capitalisation of around

M5120m.
In less than 20 years, the

group has established itself as
>|one of Penang's leading com-

puter components and precl-
usion engineering suppliers,
^employing 250 people in a
M$20m purpose-built factory.
Penang's transformation

may have been bunt on foreign
investment, but ENG is typical
of a growing breed of local
companies that have flourished
in the wake of the multi-na-
tionals.

“In Malaysia, we are pio-
neers. If we see a challenge, we
meet it," says Allred Teh.
group executive director and
son of the founder. But it is the
scale of ENG’s success that
makes it unusual. Mr Teh
believes that at least part of
the reason for that has been >

his father's determination to 1

prove that a physician can suc-
ceed as an industrialist. i

tTeh Ah Ba stiH works in the I
cdical profession today, a

although mostly on a charity ti

‘basis. Manufacturing, not med- Q
iclne, has long since been the n
elder Teh’s main career. ti

He saw his chance with the
arrival in Penang of the multi- o’
national semiconductor pro- Jii

ducers in the early 1970s. sc
“They provided the market for Ti
local producers. It was up to hi
local producers to match up, in 19
terms of investment and qual- in
ity," says Alfred Teh. th
“That was our mission - an

man, method, money and mar- fo;

ket, that is what you need, and tai
we had them.’ ab
In a climate of strong gov- siv

eminent encouragement of i
total sourcing, ENG began In a the
small way, by servicing the the
multinationals’ needs for engi- of 1

jeered spares and parts. But it has
luickiy developed into some- fort
iiing of a specialist as a ven- “]

tor to the semiconductor siv*
ndustry, concentrating on devi
ligh-tech strong carbine tool- of i

ng and machining, and robotic look
(utomated systems. he s
By the mid-1980s. 30 per cent in E

of ENG’s sales revenue was
coming from direct exports: to
Hyundai in Korea, Intel in the
US and semiconductor assem-
blers in Singapore and Thai.
kpff-.'TCte next target was the
disk drive industry.
“We were already meeting

the challenges of high value
added precision engineering
and were looking for further
diversification. We also wanted
to move from jobbing into
manufacturing,’’ Alfred Teh
rays.

“We got our first break with
Maxtor, of the US, which was
assembling disk drives in Sing-
apore, just an hour away.
Then, Maxtor moved to Pen-
ang.’’ Maxtor was followed by
other disk drive manufacturers
and support industries, and
ENG had broken into another

ENG, set up wttfi $200
19 years ago, is now one

of Penang's leading
computer companies

0 market
> Srace then, It has gone on to

become the largest producer of
1 E blocks for disk drives in Mai-
, aysfa, and one of the world's
r top 10 producers, supplying

four of the six leading multi-
national disk drive manufac-
turers.

Growth in the group’s sales
over the last five years has left
little room for doubt about the
scale of this breakthrough.
Turnover of M$6£J5m in 1988
had reached M$l7.736m by
1992. And with pre-tax profits
in 1992 accounting for more
than 40 per cent of turnover,
and a “pioneer” status exempt-
ing the group from corporate
tax, the group’s performance
ahead of its listing was impres-
sive.

Alfred Teh places much of
the credit for this success with
the family ownership and style
of management, which-he says
has acted as a strong hmrfmg
force.

“But this Is a capital-inten-
sive industry. If we wish to 1

develop as the local equivalent j

of a multi-national, wa must 1

look to the capital markets," t

he says. Another consideration
in ENG’s decision to go public

was has been the political sensltiv-
i; to ity attached to the domination
toe of Malaysian business by the
em- ethnic Chinese. “As good local
hai- Malaysian corporate citizens,
the we want to comply with the

government plans for the shar-
ing mg of wealth. It is very fon-
due that we should structure the
ng, company so that it can be
uer snared by the local Malays," he
ted says.

lto Locals are also uppermost in
eh Alfred Teh’s thoughts as he

grapples with the labour short-
ith age that has come with Pen-
'as ang's success. "There is no
ig- denying that it is a problem,"
y. he says.

n- ENG's solution, at least for
4y now. has been a greater com-
rs mitxnent to trainin g. “Every
id human resources department
sr must play its part when labour
_ needs to be as skilled as It is

here."

ENG recruits 20 school leav-
* ers a year as apprentice techni-

cians. tending towards
long-term contracts as a meanc
of retaining staff. “I think in
this respect, as weU, we are
something of a role model for

> local industries," he says,
f Although the group's main
- thrust to date has been as a
1 vendor company to the elec-

: tronics industry, its plane are
for further diversification. Its
sights are already set on the
aerospace, automotive and tele-

communications industries.
“Our strength from the

beginning has been our ability
to evolve," says Alfred Teh.
“We have one of the best
ranges of capital investment in
Malaysia, as well as the design
capabilities, for a whole range
of micro-parts. All we need
from elsewhere is the end-re-
quirement”
Even that is an area where

ENG sees scope for develop-
meat It makes no bones about
its Increasing involvement in
initiating the development of
products for its customers, and
its longer term aims are to

attract more professionals still,

so that it can move into the
higher-technology end of the
market “The point is that we
are no longer just selling tech-

nical services, we are selling
our brains,” says Alfred Teh.
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N?T s° ,onff ago toe price of

S” rubb®r
- tin “d tonber was themmig weathervane of the MaJaysian

eCon
?
my - Price rises and falls°naI °n

.
toe international market

1 and determined Malaysia’s overall
gher- economic health. Commodity
eigh- traders represented a powerfid

LE ^“P- at toe very centre of the
asive I country’s economic activity
can Not any more.

Rapid industrialisation, par-
mar- ticulariy over the past five

y
u
ars,

J
has dramatically

nsu- changed the structure of the
l£fto, I Malaysian economy
rest- in the early 1970s agricul-

M forestry and mining
ifra- (including the petroleum sec
est- tor) accounted for about 80 per
..

“"t °f toe value of Malaysia’s
the exports. As recently as 1987
Miy I commodities and mining made
pe up 55 per cent of export values,m In 1992 manufactured goods
era accounted for 70 per cent of the
era total value of exports. At the
rnd same time agricultural goods*d (including timber) slumped to
of 17.4 per cent of the value of

po- I exports.
(

ret Malaysia’s manufacturing

ik, !
ec5r flumes to achieve

Ity double digit growth rates. Last
m- year overall manufacturing
ve output rose 10.5 per cent (13 9
ag per cent in 1991).

c
Agriculture, forestry and

ig fishing accounted for 16.3 per
h- rent of total GDP in 1992, dowi
sr from 17.2 per cent in the prev£

,

ous_ year. Meanwhile, manufac-
j

7, wring's share of total GDP
J. rose to nearly 29 per cent last

year, compared with 27 per
cent in 1991.

For the industrialists times
are good. But things have been
increasingly tough on the plan-

“
tattoos. _
International prices for

many of Malaysia's commodi- R„
aes have failed to keep pace i£with increased production sat
rests. Investors are turning to s«
toe relatively short term gains ^
and opportunities offered by p* 1

the industrial and commercial p Pn
sectors, rather than wait for
years for returns from the
plantation sector. hav
Most seriously growing 1981

labour shortage problems are rate
imposing serious constraints not
on agriculture: workers are pro*
migrating to jobs in urban W
areas. In many country areas sigr
production is falling with mec
smallholders abandoning their thou

. have
Maiays ia was once the the

world s leading natural rubber optei

I

Bu
i j

n
.

receat yem-s and
Thailand and Indonesia have citiei
both surpassed Malaysia in Se'
output terms. In 1992 Malaysia and
produced 1.2m tonnes of natu- convi
ral rubber, a 3 per cent drop on more
the previous year and the they
fourth consecutive year of foil- estati
ing output. (Malaysia's 1992 cours
output represented 22 per cent ferrei
of total world production;. Malay
World natural rubber prices now

Oil palm waits to bo pnocossod — ftfciimmia nrr«i ecPrDC°ssed - Malaysia produces 55 per cent of world pafmoKI output
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have been falling since the late
1980s. Rising wage and land
rates mean that Malaysia can-
not compete with lower cost
producers such as Indonesia.
While Malaysia has made

significant advances in
mechanisation techniques,
thousands of foreign workers
have to be employed to take
toe place of locals who have
opted for more comfortable -
and better paid - jobs in the
cities.

Several rubber plantations
and smallholders have either
converted their lands to other
more remunerative crops or
they are selling it for real
estate development and golf
courses. Others have trans-
ferred operations overseas:
Malaysian rubber planters are
now investigating making

1,220

1,722

43*79
9,702

6*73
812

_jCOBGg; MMgrtn government

investments in plantations in
Vietnam.

Malaysia, faced with the
decline of a crop once at toe
heart of its economy, has been
at the forefront of efforts to
negotiate a new international
price mechanism for natural
rubber. “We must have a new
Price structure, ’’ says Mr Lim
Keng Yaik, Malaysia's minister
for primary industries. “Con-
sumers cannot be allowed to
dictate prices. We cannot allow
ourselves to be trampled on by
the rich and powerful.”
Corea, though a less signifl-

rent crop than natural rubberm export terms, has suffered a
similar fate. Ten years ago
Malaysian cocoa growers were
getting more than M$13,000
($5100 at present exchange
rates) Der Innno fnr

At one stage last year prices on
the international market
dropped to under M$2,000 per

> tonne.

Malaysia’s tin miners have
suffered even worse. In 1981
Malaysia was earning between
M$32 and M$34 per kg for Its
tin exports. In early August
prices on the Kuala Lumpur
tin exchange were hovering
aroimd toe M$12 per kg mark.
With production costs esti-
mated at M$16 per kg many
mines have closed. In 1992 Mal-

- aysia's tin production fell by 31
per cent on the 1991 figure to

- just over 14,000 tonnes.
M.r Wew See Tong, president

01 the All Malaya Chinese Min-
ing Association, says produc-
tion is likely to faU further,
^he industry is doomed if cur-
rent prices and demand con-
tiuue. Many miners will not be
able to sustain operations.”
The outlook for palm oil is

brighter. With generally buoy-
ant prices over the past two
years more land is being
turned over to the crop. In 1992
Malaysia produced 6.3m tonnes
of palm oil, accounting for

1

about 55 per rent of total world (

output
But rapidly expanding palm J

oil production by Indonesia is
s

posing a threat. Malaysia has \
to battle to find new export *

markets: the economic prob-
lems of the former Soviet P
union, once a big importer of tl

Malaysia’s palm oil (and its «
cocoa and tin), has hurt the w
industry. u
But labour shortages are the d<

most serious problem. Mr Si

Borge Bek-NieLsen is a Dane
who has been in the palm oil ht
business in Malaysia since the of
1950s and now oversees ns

e

on plantations on toe west coast
et of peninsular Malaysia.
er “Estate workers cost three

times as much in Malaysia as
in Indonesia. On some of our

,n
e^tes 70 per cent are foreign
workers. Many just come for a

3
few months, get their training.
b“t then leave for the towns or
cities.”

?
.There are those who feel that

[.
t,le government is too focused
on the manufacturing sector

[. ^ does not pay enough atten-

1 S
pn t0 aSriculture and mining,

j
They say the government
should provide more facilities

l

,n country areas in order to
keep people on the land. A gov-
erament MS300 levy on every
foreign worker employed on
plantations only adds to the
financial problems of the sec-
tor.

Commodities still play a vital
role in the economy: the agri-
cultural sector (including tim-
ber) still employs 27 per cent of
toe workforce, compared with
20-5 per cent in manufacturing.
The commodity lobbyists say
toe economy should not be too
overly dependent on one sector
- and neglect agriculture. In
1992 palm oil was one of Malay-
sia’s biggest export items,
bringing in more than M$6bn
in revenues.

Dr Mahathir Mohamad, the
prime minister, has no doubt
that the move to industrialise
was a wise one. “Just imagine
what would have happened to
us today if we had continued
depending on tin and rubber."
says Dr Mahathir.

Plantation owners and small,
holders agree. But they warn
of problems ahead if precious
natural resources are
neglected.

§*131

Jenny Luesby Container
changmg as manufactured good, catch up with commodities (Picture: Glyn Genin)
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SIME DARBY
Southeast Asia’s largest multinational.

With more than 80 years experience in

the region, widely diversified businesses,

market capitalization of over US$2

billion, a 30,000 workforce plus a

comprehensive regional operational

network spread throughout the Asia

Pacific, Sime Darby will help you talk to

the region’s multi-lingual and multi-

i

cultural 1 .6 billion customers, effectively.
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